




C «M.

i'JJ^

s.",,' rm>;v-









THE

PRINCIPLES

POLITICAL ECONOMY:

WITH A SKETCH

RISE AND PROGRESS OF THE SCIENCE.

By J. R. M*CULLOCH, Esq.

EDINBURGH

:

PRINTED FOR WILLIAM AND CHARLES TAIT

AND LONGMAN AND CO. LONDON.

M.DCCC.XXV.





/6I

PI /3 f

Though the Article on Political Eco-

nomy in the Supplement to the Encyclopce-

dia Britannica forms the ground-work of

the present publication, it is, in most re-

spects, an entirely New Work. The limits

within which it was necessary to compress

the article in the Supplement, obliged me to

omit several interesting and important sub-

jects, which I have here treated at consider-

able length : And I have endeavoured to

avail myself of the aids derived from subse-

quent reflection, and the suggestions and

criticisms of others, to improve those parts

of the work that are not completely new,

and to render the whole more worthy of the

science, and of the public attention.

Edinburgh,

November 1825.
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PRINCIPLES

POLITICAL ECONOMY.

PART I.

RISE AND PROGRESS OF THE SCIENCE.

Definition of the Science—Its Importance—Causes of its being

neglected in Greece and Rome, and in the Middle Ages—Evi-

dence on which its Conclusions are founded—Rise of the

Science in Modern Europe—Mercantile System—System of

M. Quesnay and the French Economists—Publication of the

" Wealth ofNations"—Distinction betweeJi Politics and Sta-

tistics and Political Economy.

Political Economy* is the science of the laws

which regulate the production, distribution, and

consumption of those articles or products which have

exchangeable value, and are either necessary, use-

Jul, or agreeable to man.

* Economy, from oiy.og, a house, or family, and vo/mo:, a law

—

the government of a family. Hence Political Economy maybe

said to be to the State what domestic economy is to a single

family.



2 DEFINITION.-

When it is said that an article or product is pos-

sessed of exchangeable value, it is meant that one or

more individuals are disposed to give a certain quan-

tity of labour, or a certain quantity of some other

article or product, obtainable only by means of labour,

in exchange for it.

The power or capacity which particular articles or

products have of satisfying the various wants and de-

sires of which man is susceptible, constitutes their

utility, and renders them objects of demand.

An article may be possessed of the highest degree

of utility, or of power to minister to our wants and

enjoyments, and may be universally made use of,

without possessing exchangeable value. This is an

attribute or quality of those articles only which it re-

quires some portion of voluntary human labour to

produce, procure, or preserve. Without possessing

utility of some species or other, no article can ever

become an object of demand ; but how necessary

soever any particular article may be to our comfort,

or even existence, still, if it be a spontaneous pro-

duction of nature—if it exists independently of hu-

man agency—and if every individual can command

indefinite quantities of it without any voluntary ex-

ertion or labour of any sort, it is destitute of value,

and can afford no basis for the reasonings of the

economist. A commodity or a product is not valu-

able because it is useful ; but it is valuable because

it can only be procured by the intervention of labour.

It cannot justly be said, that th*? food with which we

appease the cravings of hunger, or the clothes by

ii
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which we defend ourselves from the inclemency of

the weather, are more useful than atmospheric air;

and yet they are possessed of that exchangeable value

of which it is totally destitute. The reason is, that

food and clothes are not, like air, gratuitous products

:

they cannot be had at all times, and in any quantity,

without exertion ; on the contrary, labour is always

required for their production, or appropriation, or

both ; and as no one will voluntarily sacrifice the

fruits of his industry, without receiving an equivalent

in return, they are truly said to possess exchangeable

value.

The Economist does not investigate the laws

which determine the production and distribution of

such articles as exist, and may be obtained in un-

limited quantities, independently of all voluntary hu-

man agency. The results of the industry of man
form the only objects with which he is conversant.

Political Economy might, indeed, be defined to be

the science of values ; for, nothing which is not pos-

sessed of exchangeable value, or which will not be re-

ceived as an equivalent for something else which it

has taken some labour to produce or obtain, can ever

properly be brought within the scope of its inquiries.

The word value has been very frequently em-

ployed to express, not only the exchangeable worth

of a commodity, or its capacity of exchanging for

other commodities, but also its utiUtt/y or capacity

of satisfying our wants, and of contributing to

our comforts and enjoyments. But it is obvious,

that the utility of commodities—that the capa-
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city of bread, for e?:aniple, to appease hunger, or of

water to quench thirst—is a totally different and dis-

tinct quality from their capacity of exchanging for

other commodities. Dr Smith perceived this differ-

ence, and showed the importance of carefully distin-

guishing between the utility, or, as he expressed it,

the *' value in usei" of commodities, and their value

in exchange. But he did not always keep this distinc-

tion in view, and it has been very often lost sight of

by subsequent writers. There can be no doubt, in-

deed, that the confounding together of these opposite

qualities has been one of the principal causes of the

confusion and obscurity in which many branches of

the science, not in themselves difficult, are still in-

volved. When, for instance, we say that water is

highly valuable, we unquestionably attach a very dif-

ferent meaning to the phrase from what we attach

to it when we say that gold is valuable. Water is

indispensable to existence, and has, therefore, a high

degree of utility, or of " value in use ;" but as it

can generally be obtained in large quantities, with-

out much labour or exertion, it has, in most places,

but a very low value in exchange. Gold, on the

other hand, is of comparatively little utility ; but,

from its existing only in limited quantities, and from

a great deal of labour being necessary to procure a

small supply of it, it has a comparatively high ex-

changeable value, and may be exchanged or bartered

for a proportionally large quantity of most other

commodities. To confound these different sorts of

value would evidently lead to the most erroneous
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conclusions. And hence, to avoid all chance of error

from mistaking the sense of so important a word as

value, I shall never use it except to signify ex-

changeable worth, or value in exchange ; and shall

always use the word utility to express the power or

capacity of an article to satisfy our wants, or gratify

our desires.

Political Economy has been frequently defined to

be " the science which treats of the production, dis-

tribution, and consumption of 'wealth-'* and if by

wealth be meant those articles or products which

possess exchangeable value, and are either necessa-

ry, useful, or agreeable, the definition is quite unex-

ceptionable. But if we understand the term wealth

in a more enlarged or contracted sense, it will be

faulty. Mr Malthus, for example, has supposed

wealth to be identical with " those material objects

which are necessary, useful, and agreeable to man.*"

And though we should waive any objections which

may, perhaps, be justly taken to the introduction of

the qualifying phrase material objects, still it is evi-

dent that the definition is essentially defective. In

proof of this, it is sufficient to mention, that atmos-

pheric air, and the heat of the sun, are both material,

necessary, useful, and agreeable products ; though

their independent existence, and their incapacity of

special appropriation, by depriving them of exchange-

able value, excludes them, as we have already shown,

from the investigations of this science.

* Principles of rolilical Economi/, p. 28.
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Dr Smith has not explicitly stated what was the

precise meaning attached by him to the term wealth ;

but he most commonly describes it to be " the an-

nual produce of land and labour." Mr Malthus,

however, has justly objected to this definition, that it

refers to the sources of wealth, before we know what

wealth is, and that it includes all the useless products

of the earth, as well as those which are appropriated

and enjoyed by man.

The definition now given does not seem liable

to any of these objections. By confining the science

to a discussion of the laws regulating the produc-

tion, distribution, and consumption of articles or pro-

ducts possessing exchangeable value, we give it a

distinct and definite object. When thus properly

restricted, the researches of the economist occupy a

field which is exclusively his own. He runs no risk

of wasting his time in inquiries which belong to other

sciences, or in unprofitable investigations respecting

the production and consumption of articles which

cannot be appropriated, and which exist independent-

ly of human industry.

Capacity of appropriation is indispensably neces-

sary to constitute an article wealth. And I shall

invariably employ this term to distinguish those pro-

ducts only which are obtained by the intervention of

human labour, and which, consequently, can be ap-

propriated by one individual, and consumed exclu-

sively by him. A man is not said to be wealthy, be-

cause he has an indefinite command over atmosphe-

ric air, for this is a privilege which he enjoys in
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common with every other man, and which can form

no ground of distinction ; but he is said to be weal-

thy, according to the degree in which he can afford

to command those necessaries, conveniences, and

luxuries, which are not the gifts of nature, but the

products of human industry.

The object of Political Economy is to point out

the means by which the industiy of man may be ren-

dered most productive of those necessaries, comforts,

and enjoyments, which constitute wealth ; to ascer-

tain the proportions in which this wealth is divided

among the different classes of the community ; and

the mode in which it may be most advantageously

consumed. The intimate connection ofsuch a science,

with all the best interests of society, is abundantly

obvious. There is no other, indeed, which comes so

directly home to the everyday occupations and busi-

ness of mankind. The consumption of wealth is

indispensable to existence ; but the eternal law of

Providence has decreed, that wealth can only be pro-

cured by industry,—that man must earn his bread

in the sweat of his brow. This twofold necessity

renders the production of wealth a constant and

principal object of the exertions of the vast majo-

rity of the human race ; has subdued the natural

aversion of man from labour
;
given activity to in-

dolence ; and armed the patient hand of industry

with zeal to undertake, and patience to overcome,

the most irksome and disagreeable tasks.
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But when wealth is thus necessary, when the de-

sire to acquire it is sufficient to induce us to submit

to the greatest privations, the science which teaches

the means by which its acquisition may be most ef-

fectually promoted,—by which we may be enabled

to obtain the greatest possible amount of wealth with

the least possible difficulty,—must certainly deserve

to be carefully studied and meditated. There is no

class of persons to whom this knowledge can be con-

sidered as either extrinsic or superfluous. There are

some, doubtless, to whom it may be of more advan-

tage than to others ; but it is of the utmost conse-

quence to all. The prices of all sorts of commodities

—the profits of the manufacturer and merchant

—

the rent of the landlord—the wages of the day-la-

bourer—and the incidence and effect of taxes and

regulations, all depend on principles which Political

Economy can alone ascertain and elucidate.

Neither is the acquisition of wealth necessary only

because it affords the means of subsistence : without

it we should never be able to cultivate and improve

our higher and nobler faculties. Where wealth has

not been amassed, the mind being constantly occu-

pied in providing for the immediate wants of the bo-

dy, no time is left for its culture ; and the views,

sentiments, and feelings of the people, become alike

contracted, selfish, and illiberal. The possession of

a decent competence, or the being able to indulge in

other pursuits than those which directly tend to sa-

tisfy our animal wants and desires, is necessary to

solten the selfish passions ; to improve the moral
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and intellectual character, and to ensure any con-

siderable proficiency in liberal studies and pursuits.

And hence, the acquisition of wealth is not desir-

able merely as the means of procuring immediate and

direct gratifications, but as being indispensably neces-

sary to the advancement of society in civilization and

refinement. Without the tranquillity and leisure af-

forded by the possession of accumulated wealth, those

speculative and elegant studies which expand and en-

large our views, purify our taste, and lift us higher

in the scale of being, can never be successfully pro-

secuted. It is certain, indeed, that the compara-

tive barbarism and refinement of nations depend

more on the comparative amount of their wealth

than on any other circumstance. A poor people are

never refined, nor a rich people ever barbarous. It

is impossible to name a single nation which has made

any distinguished figure, either in philosophy or the

fine arts, without having been at the same time ce-

lebrated for its wealth. The age of Pericles and

Phidias was the flourishing age of Grecian, as the

age of Petrarch and Raphael was of Italian com-

merce. The influence of wealth is, in this respect,

almost omnipotent. It raised Venice from the bo-

som of the deep, and made the desert and sandy

islands on which she is built, and the unhealthy

swamps of Holland, the favoured abodes of litera-

ture, of science, and of art. In our own country

its efiects have been equally striking. The number

and eminence of our philosophers, poets, scholars,

and artists, have ever increased proportionally to the
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increase of the public wealth, or to the means of re-

warding and honouring their labours.

The possession of wealth being thus indispensable

to individual existence and comfort, and to the ad-

vancement of nations in civilization, it may justly ex-

cite our astonishment, that so few efforts should have

been made to investigate its sources ; and that the

study of Political Economy is not even yet consider-

ed as forming a principal part in a comprehensive sys-

tem of education. A variety of circumstances might

be mentioned, as occasioning the unmerited neglect

of this science ; but of these the institution of domes-

tic slavery in the ancient world, and the darkness of

the period when the plan of education in the univer-

sities of modern Europe was first formed, seem to

have had the greatest influence.

The citizens of Greece and Rome considered it

degrading to engage in those occupations which form

the principal business of the inhabitants of modern

Europe. Instead of endeavouring to enrich them-

selves by their own exertions, they trusted to the re-

luctant labour of slaves, and to subsidies extorted

from conquered countries. In some of the Grecian

States, the citizens were prohibited from engaging in

any species of manufacturing and commercial indus-

try ; and in Athens and Rome, where this prohibi-

tion did not exist, these employments were universal-

ly regarded as unworthy of freemen, and were, in

consequence, exclusively carried on either by slaves or

by the very dregs of the people. Even Cicero, who
had mastered all the philosophy of the ancient world,
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and raised himself above many of the prejudices of

his age and country, does not scruple to affirm, that

there can be nothing ingenuous in a workshop ; that

commerce, when conducted on a small scale, is mean

and despicable ; and when most extended, barely to-

lerable

—

Non admodum vituperanda !^ Agricul-

ture, indeed, was treated with more respect. Some

of the most distinguished characters in the earlier

ages of Roman history had been actively engaged

in rural affairs ; but, notwithstanding their example,

the cultivation of the soil, in the flourishing period

of the Republic, and under the Emperors, was al-

most entirely carried on by slaves, belonging to the

landlord, and employed on his account. The mass

of Roman citizens were either engaged in the mili-

tary service, f or derived a precarious and dependant

subsistence from the supplies of corn furnished by the

conquered provinces. In such a state of society the

relations subsisting in modern Europe between land-

* " Illiberales autem et sordid! questus mercenariorunij om-

niumque quorum operae, non quorum artes emuntur. Est

enim illis ipsa merces auctoramentum servitutis. Sordid! etiam

putandi;, qui mercantur a mercatoribus quod statim vendant,

nihil enim prqficiunt, nisi adtnodum mcntiantur ! Opiiicesque

omnes in sordida arte versantur, nee enim quidqnam ingenuum

potest habere officina * * * Mercatura autem, si tenuis est, sor-

dida putanda est ; sin autem magna et copiosa, multa undique

apportans, multisque sine vanitate impertiens, non est admo-

dum vituperanda." {De Officiis, Lib. I. sect. 42.)

+ " Rei militaris virtus prsestat caeteris omnibus ; haec po-

pulo Romano, liaec huic urbi seternam gloriam peperit."—(Ci-

cero pro Murena.)
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lords and teiiaiits, and masters and servants, were un-

known ; and the ancients were, in consequence, en-

tire strangers to all those interesting and important

questions arising out of the rise and fall of rents and

wages, which form so important a branch of economi-

cal science. The spirit of philosophy in the ancient

world vyas also extremely unfavourable to the cultiva-

tion of Political Economy. The luxurious or more

refined mode of living, of the rich, was regarded by

the ancient moralists as an evil of the first magnitude.

They considered it as subversive of those warlike vir-

tues, which were the principal objects of their admira-

tion ; and they, therefore, denounced the passion for

accumulating wealth as fraught with the most injuri-

ous and destructive consequences. It was impossible

that Political Economy could become an object of at-

tention to minds imbued with such prejudices ; or

that it could be studied by those who contemned the

objects about which it is conversant, and vilified the

labour by which wealth is produced.

At the establishment of our universities, the clergy

were almost the exclusive possessors of the little

knowledge then in existence. It was natural, there-

fore, that their peculiar feelings and pursuits should

have a marked influence on the plans ofeducation they

were employed to frame. Grammar, rhetoric, logic,

school divinity, and civil law, comprised the whole

course of study. To have appointed professors to ex-

plain the principles of commerce, and the means by

which labour might be rendered most effective, would

have been considered as equally superfluous and de-
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grading to tlie dignity of science. The ancient pre-

judices against commerce, manufactures, and luxury,

retained a powerful influence in the middle ages.

None were then possessed of any clear ideas concern-

ing the true sources of national wealth, happiness, and

prosperity. The intercourse among states was ex-

tremely limited, and was maintained rather by ma-

rauding incursions, and piratical expeditions in search

of plunder, than by a commerce founded on the gra-

tification of real and reciprocal wants.

These circumstances sufficiently account for the

late rise of this science, and the little attention paid

to it up to a very recent period. And since it has

become an object of more general attention and in-

quiry, the differences which have subsisted among the

most eminent of its professors, have proved exceeding-

ly unfavourable to its progress, and have generated a

disposition to distrust its best established conclusions.

It is clear, however, that those who distrust the

conclusions of Political Economy, because of the va-

riety of systems that have been advanced to explain

the phenomena about which it is conversant, might

on the same ground distrust the conclusions of al-

most every other science. The discrepancy between

the various systems that have successively been sanc-

tioned by the ablest physicians, chemists, natural

philosophers, and moralists, is quite as great as the

discrepancy between those advanced by the ablest

political economists. But who would therefore con-

clude, that medicine, chemistry, natural philosophy,

and morals, rest on no solid foundation, or that they
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are incapable of presenting us with a system of well-

established and consentaneous truths? We do not

refuse our assent to the demonstrations of Newton

and Laplace, because they are subversive of the hy-

potheses of Ptolemy, Tycho Brahe, and Descartes

;

and why should we refuse our assent to the demon-

strations of Smith and Ricardo, because they have

subverted the false theories that were previously ad-

vanced respecting the sources and the distribution

of wealth ? Political Economy has not been exempt-

ed from the common fate of the other sciences.

None of them has been instantaneously carried to

perfection ; more or less of error has always insinu-

ated itself into the speculations of their earliest cul-

tivators. But the errors with which Political Eco-

nomy was formerly infected have now nearly disap-

peared ; and a very few observations will suflBce to

show, that it really admits of as much certainty in its

conclusions as any science founded on fact and ex-

perime7it can possibly do.

The principles on which the production and ac-

cumulation of wealth and the progress of civilization

depend, are not the offspring of legislative enact-

ments. Man must exert himself to produce wealth,

because he cannot exist without it ; and the desire

implanted in the breast of every individual of rising

in the world and improving his condition, impels

him to save and accumulate. The principles which

form the basis of this science make, therefore, a part
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of the original constitution of man, and of the phy-

sical world ; and their operation, like that of the

mechanical principles, is to be traced by the aid

of observation and analysis. There is, however, a

material distinction between the physical and the

moral and political sciences. The conclusions of

the former apply in every case, while those of the

latter apply only in the majority of cases. The

principles on which the production and accumula-

tion of wealth depend are inherent in our nature, and

exert a powerful, but not always the sarnie degree

of influence over the conduct of every individual j

and the theorist must, therefore, satisfy himself with

framing his general rules so as to explain their ope-

ration in the majority of instances, leaving it to the

sagacity of the observer to modify them so as to suit

individual cases. Thus, it is -an admitted principle

in the science of Morals, as well as of Political

Economy, that by far the largest proportion of the

human race have a much clearer view of what is

conducive to their own interests, than it is possible

for any other man or select number of men to have

;

and, consequently, that it is sound policy to allow

each individual to follow the bent of his inclina-

tion, and to engage in any branch of industry he

thinks proper. This is the general theorem ; and

it is one which is established on the most compre-

hensive experience. It is not, however, like the

laws which regulate the motions of the planetary

system,—it will hold good in nineteen out of twenty

instances, but the twentieth may be an exception.
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But it is not required of the economist, that his

theories should quadrate with the peculiar bias of

the mind of a particular person. His conclusions

are drawn from observing the principles which are

found to determine the condition of mankind, as

presented on the large scale of nations and empires.

He has to deal with man in the aggregate—with

states, and not with families— with the passions and

propensities which actuate the great bulk of the hu-

man race, and not with those which are occasionally

found to influence the conduct of a solitary indivi-

dual.

It should always be kept in view, that it is never

any part of the business of the economist to inquire

into the means by which the fortunes of indivi-

duals may have been increased or diminished, except

to ascertain their general operation and effect. The

public interests ought always to form the exclusive

objects of his attention. He is not to frame systems,

and devise schemes, for increasing the wealth and en-

joyments oi particular classes ; but to apply himself

to discover the sources of itational 'wealth, and luii-

versal 'prosperity, and the means by which they may

be rendered most productive.

Nothing, indeed, is more common than to hear it

objected to some of the best established truths in po-

litical and economical science, that they are at vari-

ance with such and such facts, and that, therefore,

they must be rejected. It is cerain, however, that

these objections most frequently originate in an en-

tire misapprehension of the nature of the science.
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It would be easy to produce a thousand instances of

individuals who have been enriched by monopolies,

as they are sometimes by robbery and plunder; but

it would be not a little rash to conclude from thence,

without farther inquiry, that the community in gene-

ral can be enriched by such means ! This, however,

is the single consideration to which the political eco-

nomist has to attend. The question never is, whe-

ther a o-reater or smaller number of individuals can

be enriched by the adoption of a particular measure,

or by a particular institution, but whether its tenden-

cy is to enrich the public. Admitting that monopo-

lies and restrictive regulations frequently enable in-

dividuals to accumulate ample fortunes, this is so far

from being, as is often contended, any proof of their

real advantageousness, that it is distinctly and com-

pletely the reverse. It is demonstrably certain, that

if monopolies and exclusive privileges enrich theJeWy

they must, to the same extent, impoverish the

mani/ ; and are, therefore, as destructive of that na-

tional WEALTH, to promote which ought to be the

principal object of every institution, as they are of

natural freedom of industry.

To arrive at a well-founded conclusion in econo-

mical science, it is not, therefore, enough to observe

results in particular cases, or as they affect particular

individuals ; we must further inquire whether these

results are comtant and universally appUcahle—
whether the same circumstances which have given

rise to them in one instance, would in every instance,

and in every state of society, be productive of the

B
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same or similar results A theory which is inconsis-

tent with an uniform and constant fact must be er-

roneous ; but the observation of a particular result at

variance with our customary experience, and when

we may not have had the means of discriminating the

circumstances attending it, ought not to induce us

hastily to modify or reject a principle which accounts

satisfactorily for the greater number of appearances.

The example of the few arbitrary princes who

have been equitable, humane, and generous, is not

enough to overthrow the principle which teaches that

it is the nature of irresponsible power to debauch and

vitiate its possessors—to render them haughty, cruel,

and suspicious : nor is the example of those who, at-

tentive only to present enjoyment, and careless of the

future, lavish their fortunes in boisterous dissipation

or vain expence, sufficient to invalidate the general

conclusion, that the passion for accumulation is infi-

nitely stronger and more universal than the passion

for expence. Had this not been the case, mankind

could never have emerged from the condition of sava-

ges. The multiplied and stupendous improvements

which have been made in different ages and nations

—the forests that have been cut down—the marshes

and lakes that have been drained and subjected to

cultivation—the harbours, roads, and bridges t})at

have been constructed—the cities and edifices that

have been raised—are all the fruits of a savinfj of

income, and establish, in despite of a thousand par-

ticular instances of prodigality, the vast ascendancy

and superior force of the accumulating principle.
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It is from the want of attention to these consi-

derations that much of the error and misapprehension

with which the science of PoHtical Economy has

been, and still is infected, has arisen. Almost all

the absurd theories and opinions that have succes-

sively appeared have been supported by an appeal to

facts. But a knowledge of facts, without a know-

ledge of their mutual relation—without being able to

show why the one is a cause and the other an effect

—is, to use the illustration of M. Say, really no bet-

ter than the indigested erudition of an almanack-ma-

ker, and can afford no means ofjudging of the truth

or falsehood of a general principle.

Neither should it be forgotten, that the alleged

facts so frequently brought forward to show the fal-

lacy of general principles, are, in most cases, so care-

lessly observed, and the circumstances under which

they have taken place so indistinctly defined, as to

render them altogether unworthy of attention. To
observe accurately, requires a degree of intelligence

and acuteness, a freedom from prejudice, and a pa-

tience of investigation belonging to a few only.

*' There is,'* to use the words of the celebrated Dr
Cullen, " a variety of circumstances tending to viti-

ate the statements dignified with the name of experi-

ence. The simplest narrative of a case almost always

involves some theories. It has been supposed that a

statement is more likely to consist of unsophisticated

facts, when reported by a person of no education
;

but it will be found an invariable rule, that the lower

you descend in the medical profession, the more hy-
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potlietical are the prevailing notions. Again, how

seldom is it possible for any case, however minutely

related, to include all the circumstances with which

the event was connected. Hence, in what is com-

monly called experience, we have only a rule transfer-

red from a case imperfectly known, to one of which

we are equally ignorant. Hence, that most fertile

source of error, the applying deductions drawn from

the result of one case to another case, the circumstan-

ces of which are not precisely similar. Without prin-

ciples deducedfrom analytical reasoning, experience

is an useless and a blind guide.'* *

Every one who has had occasion to compare the

discordant statements of the mass of common obser-

vers, with respect to the practical bearing and real

operation of any measure affecting the public inter-

ests, must be convinced that Dr Cullen's reasoning-

is still more applicable to political and economical

science than to medicine. Circumstances which al-

together escape the notice of ordinary observers,

often exercise the most powerful influence over na-

tional prosperity ; and those again which strike them

as being most important, are often comparatively in-

significant. The condition of nations, too, is affect-

ed by so many circumstances, that without the great-

est skill and caution, joined to a searching and refin-

ed analysis, and a familiar command of scientific prin-

ciples, it is in most cases quite impossible to discri-

* Cullon's I\I8. lAclures.
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minate between cause and effect, and to avoid ascrib-

ing results to one set of causes tliat have been occa-

sioned by another set. No wonder, therefore, when

such is the difficulty of observing, that " the num-

ber of false facts, afloat in the world, should infinitely

exceed that of the false theories."-'' And after all,

however carefully an isolated fact may be observed,

still, for the reasons already stated, it can never form

a foundation for a general theorem either in the mo-

ral or political sciences. Those, indeed, who bring

forward theories resting on so narrow a basis, are

almost invariably empirics^ whose vanity or interest

prompts them to set up conclusions drawn from their

own limited and imperfect range of observation, in

opposition to those that are sanctioned by the general

experience of mankind.

But although we are not to reject a received prin-

ciple because of the apparent opposition of a few re-

sults, with the particular circumstances of which we

are unacquainted, we can have no confidence in its

solidity unless it be deduced from a very comprehen-

sive and careful induction. To arrive at a true know-

ledge of the laws regulating the production, distribu-

tion, and consumption of wealth, the economist must

draw his materials from a very wide surface. He
should study man in every different situation—he

should have recourse to the history of society, arts,

commerce, and civilization—to the works of philoso-

* A remark of Ur CJuUen.
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{)hers and travellers—to every thing, in short, that

can throw lioht on the causes which accelerate or re-

taid the progress of civilization : He should mark

the changes which have taken place in the fortunes

and condition of the human race in different regions

and ages of the world : He should trace the rise, pro-

gress, and decline of industry : And, above all, he

should carefully analyze and compare the effects of

different institutions and regulations, and discrimi-

nate the various circumstances wherein an advancing

and declining society differ from each other. These

investigations, by disclosing the real causes of nation-

al opulence and refinement, and of poverty and de-

gradation, furnish the economist with the means of

giving a satisfactory solution of almost all the import-

ant problems in the science of wealth ; and of devis-

ing a scheme of public administration calculated to

ensure the continued advancement of the society in

the career of improvement.

Such inquiries cannot fail to excite the deepest in-

terest in every ingenuous mind. The laws by which

the motions of the celestial bodies are regulated, and

over which man cannot exercise the smallest influence

or control, are yet universally allowed to be noble and

rational objects of study. But the laws which regu-

late the movements of human society—which cause

one people to advance in opulence and refinement, at

the same time that another is sinking into the abyss

of poverty and barbarism—have an infinitely stronger

claim on our attention ; both because they relate to

objects which exercise a direct influence over human
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happiness, and because their effects may be, and in

fact are, continually modified by human interference.

National prosperity does not depend nearly so much

on advantageous situation, salubrity of climate, or fer-

tility of soil, as on the adoption of measures fitted to

excite the inventive powers of genius, and to give

perseverance and activity to industry. The establish-

ment of a wise system of public economy can com-

pensate for every other deficiency : It can render re-

gions naturally inhospitable, barren, and unproduc-

tive, the comfortable abodes of an elegant and refin-

ed, a crowded and wealthy population ; but where it

is wanting, the best gifts of nature are of no value ;

and countries possessed of the greatest capacities of

improvement, and abounding in all the materials ne-

cessary for the production of wealth, with difficulty

furnish a miserable subsistence to hordes distinguish-

ed only by their ignorance, barbarism, and wretch-

edness.

When we reflect on the variety and extent of the

previous knowledge required for the construction of

a sound theory of Political Economy, we cease to

feel any surprise at the errors into which economists

have been betrayed, or at the discrepancy of the opi-

nions that are still entertained on some important

points. Political Economy is of very recent origin.

Though various treatises of considerable merit had

previously appeared on some of its detached parts,

it was not treated as a whole, or in a scientific man-
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ner, until about the middle of last century. This

circumstance is of itself enougli to account for the

number of erroneous systems that have since appear-

ed. Instead of deducing their general conclusions

from a comparison of particular facts, and a careful

examination of the phenomena attending the opera-

tion of different principles, and of the same prin-

ciples in different circumstances, the first cultivators

of almost every branch of science have begun by fram-

ing their theories on a very narrow and insecure basis.

Nor is it really in their power to go to work dif-

ferently. Observations are scarcely ever made or

particulars noted for their own sake. It is not until

they begin to be sought after, as furnishing the only

test by which to ascertain the truth or falsehood of

some popular theory, that they are made in suffici-

ent numbers, and with sufficient accuracy. It is, in

the peculiar phraseology of this science, the effectual

demand of the theorist that occasions the production

of the facts or raw materials, whicii he is afterwards

to work into a system. The history of Political Eco-
nomy strikingly exemplifies the truth of this remark.

Being, as already observed, entirely unknown to the

ancients, and but little attended to by our ancestors

up to a comparatively late period, those circumstances

which would have enabled us to judge with the great-

est precision of the wealth and civilization of the in-

habitants of the most celebrated states of antiquity,

and of Europe during the middle ages, have either

been thought unworthy of the notice of the historian,

or have been very imperfectly and carelessly detailed.
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Those, therefore, who first began to trace the gener-

al principles of the science had but a comparatively

limited and scanty experience on which to build their

conclusions. Nor did they even avail themselves of

the few historical facts with which they might easily

have become acquainted ; but almost exclusively con-

fined their attention to such as happened to come

within the sphere of their own observation.

The once prevalent opinion, that wealth consists

exclusively of Gold and Silver, naturally grew out of

the circumstance of the money of all civilized coun-

tries being almost entirely formed of these metals.

Having been used both as standards whereby to mea-

sure the relative value of different commodities, and

as the equivalents for which they were most frequent-

ly exchanged, gold and silver, or money, acquired a

factitious importance, not in the estimation of the

vulgar only, but in that of persons of the greatest

discernment. The simple and decisive consideration,

that all buying and selling is really nothing more

than the bartering of one commodity for another—of

a certain quantity of corn or cloth, for example, for a

certain quantity of gold or silver, and vice versa—was

entirely overlooked. The attention was gradually

transferred from the money*s worth to the money it-

self ; and the wealth of individuals and of states was

measured, not by the abundance of their disposable

products—by the quantity and value of the commo-

dities with which they could afford to purchase the

precious metals—but by the quantity of these metals

actually in their possession—And hence the policy,
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as obvious as it was universal, of attempting to in-

crease the amount of national wealth by forbidding

the exportation of gold and silver, and encouraging

their importation.

It appears from a passage in Cicero, that the ex-

portation of tlie precious metals from Rome had

been frequently prohibited during the period of the

Republic ;
* and this prohibition was repeatedly re-

newed, though to very little purpose, by the Empe-

rors, t Neither, perhaps, has there been a state in

modern Europe whose early laws have not expressly

forbidden the exportation of gold and silver. It is

said to have been interdicted by the law of England

previously to the Conquest ; and reiterated statutes

were subsequently passed to the same effect ; one of

which, Qid Henry VIII. cap. 1.) enacted so late as

1512, declared, that all persons carrying over sea

any coins, plate, jewels, &c. should, on detection,

forfeit double the value of these articles.

The extraordinary extension of commerce during

the fifteenth and sixteenth centuries occasioned the

substitution of a more refined and. complex system

for increasing the supply of the precious metals, in

* " Exporhni aitruju non oportere, cum sa-pe (intea aenntus,

ium VIC cousulc, gravisaime judicavit. Oral, pro L. Flacco,

sect. 28.

+ Pliny, when enumerating the silks, spices, and other East-

ern products imported into Italy, says, " Minimcnjiie computa-

tionc millics cenlena milUa seslert'mm a/mis omnibus, India et

Seres, peninsuhKjue ilia {Arabia) impcria nosti-o demunt."^

(Hist. Nat. Lib. xii. cap. 18.)
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place of the coarse and vulgar one that had previously

obtained. The establishment of a direct intercourse

with India by the Cape of Good Hope, seems to

have had the greatest influence in effecting this

change. The precious metals have always been a-

mong the most advantageous articles of export to the

East : And notwithstanding the old and deeply root-

ed prejudices against their exportation, the East In-

dia Company obtained, when first instituted, in 160(J,

leave annually to export foreign coins, or bullion, of

the value of L. 30,000 ; on condition, however, that

they should import, within six months after the ter-

mination of every voyage, except the first, as much

gold and silver as should together be equal to the

value of the silver exported by them. But the ene-

mies of the Company contended, that this condition

was not complied with ; and that it was besides con-

trary to all principle^ and highly injurious to the

public interests, to permit gold and silver to be sent

out of the kingdom. The merchants, and others in-

terested in the support of the Company, could not

controvert the reasonings of their opponents, with-

out openly impugning the ancient policy of abso-

lutely preventing the exportation of the precious

metals. They did not, however, venture to contend,

nor is there indeed any good reason for thinking

that it really occurred to them, that the exportation

of bullion to the East was advantageous, on the

ground that the commodities purchased by it were of

greater value in England. But they contended, that

the exportation of bullion to India was advantageous.
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because the commodities imported from thence were

chieriy re-exported to other countries, from which a

much greater quantity of bullion was obtained than

had been required to pay them in India. Mr Thomas

Mun, the ablest of the Company's advocates, inge-

niously compares the operations of the merchant in

conducting a trade carried on by the exportation of

gold and silver, to the seed-time and harvest of agri-

culture. " If we only behold," says he, " the actions

of the husbandman in the seed-time, when he casteth

away much good corn into the ground, we shall ac-

count him rather a madman than a husbandman.

But when we consider his labours in the harvest,

which is the end of his endeavours, we shall find the

worth and plentiful increase of his actions." *

Such was the origin of what has been called the

MERCANTILE SYSTEM : And, when compared with

the previous prejudice—for it hardly deserves the

name of system—which wholly interdicted the ex-

portation of gold and silver, it must be allowed that

its adoption was a considerable step in the progress

to sounder opinions. The supporters of the mer-

cantile system, like their predecessors, held that

* Treasure Inj Foreign Trade, orig. cd. p. 50—This work

was published in IGCU, a considerable period after Mr Mun's

death. Most probably it had been written about 1635, or 1640.

Mun had previously advanced the same doctrines, and nearly

ill the same words, in his Defence of the East India Trade,

originally published in 1609, and reprinted in 1621, and in

a petition drawn up by him, and presented by tho East India

Company to Parlianu'nt in H)2o.
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gold and silver alone constituted wealth ; but they

thought that sound policy dictated the propriety of

allowing their exportation to foreigners, provided the

commodities imported in their stead, or a portion of

them, vi^ere afterwards sold to other foreigners for a

greater amount of bullion than had been originally

'laid out on their purchase ; or, provided the impor-

tation of the foreign commodities caused the expor-

tation of so much more native produce than would

otherwise have been exported, as would more than

equal their cost. These opinions necessarily led to

the celebrated doctrine of the Balance of Trade.

It was obvious that the precious metals could not be

imported into countries destitute of mines, except in

return for exported commodities ; and the grand ob-

ject of the supporters of the mercantile system was to

monopolize the largest possible supply of the pre-

cious metals, by the adoption of various complex

schemes for encouraging exportation, and restraining

the importation of almost all products, except gold

and silver, that were not intended for future expor-

tation. In consequence, tlie ea:cess of the value of the

Exports over that of the Imports came to be con-

sidered as being at once the sole cause and measure

of the progress of a country in the career of wealth.

This excess, it was taken for granted, could not be

balanced otherwise than by the importation of an

equal value of gold or silver, or of the only real

wealth it was then supposed a country could possess.

The principles and conclusions of the mercantile

system, though absolutely false and erroneous, afford
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a tolerable ex[)lanation of a few very obvious pheno-

mena ; and what did more to recommend them,

they were in perfect unison with the popular preju-

dices on the subject. The merchants, and practical

men, who were the founders of this system, did not

consider it necessary to subject the principles they

assumed to any very refined analysis or examination.

But, reckoning them as sufficiently established by the

common consent and agreement of mankind, they

applied themselves almost exclusively to the discussion

of the practical measures calculated to give them the

greatest efficacy.

" Although a kingdom," says Mr Mun, " may

be enriched by gifts received, or by purchase taken,

from some other nations, yet these are things uncer-

tain, and of small consideration, when they happen.

The ordinary means, therefore, to increase our

wealth and treasure, is by foreign trade, wherein

we must ever observe this rule

—

to sell more to

stra?7/>;ers yea7^ljj than iice consume of theirs in va-

lue. For, suppose, that when this kingdom is plenti-

fully served with cloth, lead, tin, iron, fish, and other

native commodities, we do yearly export the over-

plus to foreign countries to the value of L. 2,200,000,

by which means we are enabled, beyond the seas, to

])uy and bring in foreign wares for our use and con-

sumption to the value of L. '2,000,000 : By this or-

der duly kept in our trading, we may rest assured

that the kingdom shall be enriched yearly L. 200,000,

which must be ])rouglit to us as so much treasure
;

because that part of our stock which is not return-

4
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ed to US in wares, must necessarily be brought home

in treasure." *

The gain on our foreign commerce is here sup-

posed to consist exclusively of the gold and silver

which, it is taken for granted, must necessarily be

brought home in payment of the excess of exported

commodities. Mr Mun lays no stress whatever on

the circumstance of foreign commerce enabling us

to obtain an infinite variety of useful and agreeable

products, which it would either have been impossible

for us to produce at all, or to produce so cheaply at

home. We are desired to consider all this accession

of wealth—all the vast addition made by commerce

to the motives which stimulate, and to the comforts

and enjoyments which reward the labour of the in-

dustrious, as nothing,—and to fix our attention ex-

clusively on the balance of L. 200,000 of gold and

silver ! This is much the same as if we were de-

sired to estimate the comfort and advantage derived

from a suit of clothes, by the number and glare of

the metal buttons by which they are fastened. And
yet the rule for estimating the advantageousness of

foreign commerce, which Mr Mun has here given,

was long regarded by the generality of merchants

and practical statesmen as infallible ; and such is the

inveteracy of ancient prejudices, that we are still an-

nually congratulated on the excess of our exports

over our imports !

There were many other circumstances, however,

* Treasure bij Foreign Trade, p. 11.
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besides the erroneous notions respecting the pre-

cious metals, which led to the enactment of regu-

lations restricting the freedom of industry, and se-

cured the ascendancy of the mercantile system.

The feudal governments established in the countries

that had formed the western division of the Roman

Empire, early sunk into a state of confusion and

anarchy. The princes, unable of themselves to re-

strain the usurpations of the greater barons, or to

control their violence, endeavoured to strengthen

their influence and consolidate their power, by at-

tachino; the inhabitants of cities and towns to their

interests. For this purpose, they granted them char-

ters, enfranchising the inhabitants, abolishing every

existing mark of servitude, and forming them into

corporations, or bodies politic, to be governed by a

council and magistrates of their own selection. The

order and good government that were thus establish-

ed in the cities, and the security of property enjoy-

ed by their inhabitants, while the rest of the country

was a prey to rapine and disorder, stimulated their

industry, and gave them a decided superiority over

the cultivators of the soil. It was from the cities

that the princes derived the greater part of their

supplies of money ; and it was by their assistance

and co-operation that they were enabled to control

and subdue the pride and independence of the ba-

rons. But the citizens did not render this assistance

to their sovereigns merely by way of compensation

for the original gift of their charters. They were

continually soliciting and obtaining new privileges.
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And it was not to be expected that princes, whom
they had laid under so many obh'gations, and who

justly regarded them as forming the most industrious

and deserving portion of their subjects, should feel

any great disinclination to gratify their wishes. To
enable them to obtain cheap provisions, and to carry

on their industry to the best advantage, the exporta-

tion of corn, and of the raw materials of their manu-

factures, was strictly prohibited ; at the same time

that heavy duties and absolute prohibitions were in-

terposed to prevent the importation of manufactured

articles from abroad, and to secure the complete

monopoly of the home-market to the home manufac-

turers. These, together with the privilege granted

to the citizens of corporate towns of preventing any

individual from exercising any branch of business

until he had obtained leave from them ; and a va-

riety of subordinate regulations intended to force the

importation of the raw materials required in manu-

factures, and the exportation of manufactured goods,

form the principal features of the system of public

economy adopted, in the view of encouraging ma-

nufacturing industry, in every country in Europe, in

the fourteenth, fifteenth, sixteenth, and seventeenth

centuries. The freedom of industry recognized by

their ancient laws was almost totally destroyed. It

would be easy to mention a thousand instances of

the excess to which this artificial system was carried

in England and other countries ; but as many of

these instances must be familiar to the reader, I shall

only observe, as illustrative of its spirit, that, by an

c
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act passed in I678, for the encouragement of the

Enfflish woollen manufacture, it was ordered that

all dead bodies should be wrapped in a woollen

shroud

!

But the exclusion of foreign competition, and the

monopoly of the home-market, were not enough to

satisfy the manufacturers and merchants. Having ob-

tained all the advantage they could from the public,

they next attempted to prey on each other. Such of

them as possessed most influence, procured the privi-

lege of carrying on particular branches of industry to

the exclusion of every other individual. This abuse

was carried to a most oppressive height in the reign

of Elizabeth, who granted an infinite number of new

patents. At length, the grievance became so insup-

portable, as to induce all classes to join in petition-

ing for its abolition : which, after much opposition

on the part of the Crown, by whom the power of

erecting monopolies was considered a very valuable

branch of the prerogative, was effected by an act

passed in 1624. This act has been productive of

the greatest advantage ; but it did not touch any

of the fundamental principles of the mercantile or

manufacturing system ; and the exclusive privileges

of all bodies-corporate were exempted from its ope-

ration.

In France the interests of the manufacturers were

warmly espoused by the justly celebrated M. Col-

bert, minister of finances during the most splendid

period of the reign of Louis XIV. j and the year

l(i(J4, when the famous tariff, compiled under his di-

11
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rection, was first promulgated, has been sometimes

considered, by the Continental writers, though, as

we have seen, most erroneously, as the real era of the

mercantile system. *

The restrictions in favour of the manufacturers

were all zealously supported by the advocates of the

mercantile system, and the balance of trade. The

facilities given to the exportation of goods manufac-

tured at home, and the obstacles thrown in the way

of importation from abroad, seemed peculiarly well

fitted for making the exports exceed the imports, and

procuring a favourable balance. Instead, therefore,

of regarding these regulations as the offspring of a

selfish monopolizing spirit, they looked on them as

having been dictated by the soundest policy. The

interests of the manufacturers and merchants were

thus naturally identified ; and were held to be the

same with those of the public. The acquisition of

a favourable balance of payments was the grand ob-

ject to be accomplished ; and heavy duties and re-

strictions on importation, and bounties and premiums

on exportation, were the means by which this object

was to be attained. It cannot excite our surprise

that a system having so many popular prejudices in

its favour, and which afforded a plausible apology for

the exclusive privileges enjoyed by the manufactur-

ing and commercial classes, should have early attain-

ed, or that it should still preserve, notwithstanding

* See Mengotti, Dissertazione xid Colbertismo, cap. 11.
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the overthrow of its principles, a powerful practical

influence. *

** It is no exaggeration to affirm," says a late fo-

reign writer, " that there are very few political er-

rors which have produced more mischief than the

mercantile system. Armed with power, it has com-

manded and forbid where it should only have pro-

tected. Tiie regulating mania which it has inspired

has tormented industry in a thousand ways, to force

it from its natural channels. It has made each par-

ticular nation regard the welfare of its neighbours

as incompatible with its own ; hence the reciprocal

desire of injuring and impoverishing each other
;

and hence that spirit of commercial rivalry which

has been the immediate or remote cause of the great-

er number of modern wars. It is this system which

has stimulated nations to employ force or cunning

to extort commercial treaties, productive of no real

advantage to themselves, from the weakness or igno-

rance of others. It has formed colonies, that the

mother country might enjoy the monopoly of their

trade, and force them to resort exclusively to her

markets. In short, where this system has been pro-

ductive of the least injury, it has retarded the pro-

* Melon and Forbonnais in France,—Genovesi in Italy,

—

Mun, Sir Josiah Child, Dr Davenant, the authors of the Bri-

tish INIerchaut, and Sir James Stewart, in England—are the

ablest writers who have espoused, some with more and some

with fewer exceptions, the leading principles of the JMercantile

system.
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gress of national prosperity ; every where else it has

deluged the earth with blood, and has depopulated

and ruined some of those countries whose power and

opulence it was supposed it would carry to the high-

est pitch. *

The shock given to previous prejudices and sys-

tems by those great discoveries and events, which

will for ever distinguish the fifteenth and sixteenth

centuries, and the greater attention which the pro-

gress of civilization and nidustry naturally drew to

the sources of national power and opulence, prepar-

ed the way for the downfall of the mercantile sys-

tem. The advocates of the East India Company,

whose interests had first prompted them to question

the prevailing doctrines as to the exportation of bul-

lion, began gradually to assume a higher tone ; and

at length boldly contended that bullion was nothing

but a commodityi and that its exportation ought to

be rendered as free as the exportation of any other

commodity. Nor were these opinions confined to

the partners of the East India Company. They were

gradually communicated to others ; and many emi-

nent merchants were taught to look with suspicion

on several of the most received maxims ; and were

thus led to acquire more correct and comprehensive

views in respect to the just principles of commercial

intercourse. The new ideas ultimately made their

way into the House of Commons ; and in 1663, the

* Storch;, Corns d'Economic Politique, Tome I. p. 122.
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Statutes prohibiting the exportation oiforeign coin

and bullion were repealed, and full liberty given to

the East India Company, and to private traders, to

export these articles in unlimited quantities.

In addition to the controversies respecting the

East India trade, the discussions to which the foun-

dation of the colonies in America and the West In-

dies, the establishment of a compulsory provision

for the support of the poor, and the acts prohibit-

ing the exportation of wool, &c. gave rise, attracted

an extraordinary portion of the public attention to

questions connected with the domestic policy of the

country. In the course of the seventeenth century,

a more than usual number of tracts were published

on commercial and economical subjects. And al-

though the greater number are strongly tinctured

with the prevailing spirit of the age, it cannot be de-

nied, that several of them rise above the prejudices

of their contemporaries, and have an unquestiona^

ble right to be regarded as the foundation of the

modern theory of commerce—as the earliest exposi-

tion of those sound and liberal doctrines, by which

it has been shown, that the prosperity of states can

never be promoted by restrictive regulations, or by

the depression of their neighbours—that the genuine

spirit of commerce is inconsistent with the dark, sel-

fish, and shallow policy of monopoly—and that the

selj-interest of mankind, not less than their duty, re-

quires them to live in peace, and to cultivate a fair

and friendly intercourse with each other.
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Besides Mr Mun, Sir Josiah Child,* whose work,

though it is founded on the principles of the mercan-

tile system, contains many sound and liberal views, Sir

William Petty, t and Sir Dudley North, are the most

distinguished of the economical writers of the seven-

teenth century. The latter not only rose above the

established predjudices of the time, but had sagacity

enough to detect the more refined and less obvi-

ous errors that were newly coming into fashion.

His tract, entitled, " Discourses on Trade, prin-

cipally directed to the Cases of Interest, Coinage,

Clipping, and Increase of Money,*'' published in

1691> contains a mucli more able statement of the

true principles of commerce than any that had then

appeared. He is throughout the intelligent advo-

cate of all the great principles of commercial free-

dom. He is not, like the most eminent of his

predecessors, well informed on one subject, and er-

roneous on another. His system is consistent and

complete. He shows, that in commercial matters,

nations have the same interests as individuals ; and

forcibly exposes the absurdity of supposing, that any

trade which is advantageous to the merchant can be

injurious to the public. His opinions respecting the

imposition of a seignorage on the coinage of mo-

* A New Discourse of Trade, first published in 1668^ but

greatly enlarged and improved in tlie second edition^ pub-

lished in 1690.

t Quantuliimciinqve, T^ViiAiiiixQdim 1682; Folitical Anatomy

of Ireland, published in 1672; and other works.
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ney, and the expediency of sumptuary laws, then

very popular, are equally enlightened.

I shall subjoin, from the preface to this tract, an

abstract of the general propositions maintained in

it

:

** That the whole world as to trade is

BUT AS one nation OR PEOPLE, AND THEREIN NA-

TIONS ARE AS PERSONS.

" That the loss of a trade with one nation is not

that only, separately considered, but so much of the

trade of the world rescinded and lost, for all is com-

bined together.

" That there can be no trade unprofit-

able TO the public ; for if any prove so, men

LEAVE IT OFF ; AND WHEREVER THE TRADERS

thrive, THE PUBLIC, OF WHICH THEY ARE A PART,

THRIVE ALSO.

" That to force men to deal in any prescribed

manner may profit such as happen to serve them

;

but the public gains not, because it is taken from

0726 sul>ject to give to another.

" That no laws can set prices in trade, the rates

of which must and will make themselves. But when

such laws do happen to lay any hold, it is so much

impediment to trade, and therefore prejudicial.

*' That money is a merchandise, whereofthere

may he a glut, as well as a scarcity^ and that

even to an inconvenience,

" That a people cannot want money to

SERVE the ORDINARY DEALING, AND MORE THAN
ENOUGH THEY WILL NOT HAVE.
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" That 110 man will be the richer for the mak-

ing much money, nor have any part of it, but as he

buys it for an equivalent price.

" That the free coynage is a perpetual motion

found out^ whereby to melt and coyn without cea.s-

ing, and so to feed goldsmiths and coyners at the

public charge.

" That debasing the coyn is defrauding one ano-

ther, and to the public there is no sort of advantage

from it ; for that admits no character, or value, but

intrinsick.

** That the sinking by alloy or weight is all one.

" That exchange and ready money are the

samey nothing hut carriage and re-carriage being

saved.

" That money exported in trade is an increase

to the wealth of the nation ; hut ,spent in war, and

payments abroad, is so much impoverishment.

'* In short, that all favour to one trade,

OR interest, is an abuse, and cuts so much of

PROFIT FROM THE PUBLIC."

Unluckily this admirable tract never obtained any

considerable circulation. There is good reason, in-

deed, for supposing that it was designedly suppres-

sed.* At all events, it speedily became excessively

scarce ; and I am not aware that it has ever been

referred to by any subsequent writer on commerce.

The same enlarged and liberal views that had

* See the Honourable Roger North's Life of his Brother,

the Honourable Sir Dudley North, p. 179.



42 MERCANTILE SYSTEM.

found so able a supporter in Sir Dudley North, were

subsequently advocated to a greater or less extent by

Locke,* the anonymous author of a pamphlet on the

East India Trade,! Vanderlint, t Sir Matthew Deck-

er, § Hume, 11 and Harris^. But their eflPorts were

ineffectual to the subversion of the mercantile system.

Their opinions respecting the nature of wealth were

confused and contradictory j and as they neither at-

tempted to investigate its sources, nor to trace the

causes of national opulence, their arguments in fa-

vour of a liberal system of commerce had somewhat

of an empirical aspect, and failed of making that im-

pression which is always made by reasonings logi-

cally deduced from well established principles, and

shown to be consistent with experience. Mr Locke,

as we shall afterwards show, unquestionably enter-

tained very correct opinions respecting the para-

mount influence of labour in the production of

* Considerations on the Lowering of Interest and Raising

the Falue of Money, 1691 ; and Further Considerations on

Raising the Value of Money, 1695.

t Considerations on the East India Trade, 1701. This is

a very remarkable pamphlet. The author has successfully

refuted the various arguments advanced in justification of the

prohibition against importing East India manufactured goods ;

and has given a very striking illustration of the effects of the

division of labour.

X Money Answers all Things, 1 734.

§ Essay on the Caxiscs of the Decline of Foreign Trade,

1744.

II
Political Essays, 1752.

51 Essay oit Money and Coins, I'JS'J.
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wealth ; but he did not prosecute his investigations

in the view of ekicidating the principles of this

science, and made no reference to them in his sub-

sequent writings. And though Mr Harris adopted

Mr Locke's views, and deduced from them some

practical inferences of great importance, his general

principles are merely introduced by way of preface

to his Treatise on Money ; and are not explained

at any length, or in that logical and systematic man-

ner that is necessary in scientific investigations.

But, what the English writers had left undone

was now attempted by a French philosopher, equally

distinguished for the subtlety and originality of his

understanding, and the integrity and simplicity of

his character. This was the celebrated M. Ques-

nay, a physician, attached to the court of Louis XV.
It is to him that the merit unquestionably belongs of

having first attempted to investigate and analyze the

sources of wealth, mth the mte?ition of ascertaining

the fundamental principles of Political Economy

;

and who thus gave it a systematic form, and raised it

to the rank of a science. Quesnay's father was a

small proprietor, and having been educated in the

country, he was naturally inclined to regard agricul-

ture with more than ordinary partiality. At an ear-

ly period of his life he had been struck with its de-

pressed state in France, and had set himself to dis-

cover the causes which had prevented its making

that progress which the industry of the inhabitants,

the fertility of the soil, and the excellence of the

climate, seemed to insure. In the course of this in-
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quiry he speedily discovered that the prevention of

the exportation of corn to foreign countries, and

the preference given by the regulations of Colbert

to the manufacturing and commercial classes over

the agriculturists, formed the most powerful ob-

stacles to the progress and improvement of agricul-

ture. But Quesnay was not satisfied with exposing

the injustice of this preference, and its pernicious con-

sequences. His zeal for the interests of agriculture

led him, not merely to place it on the same level

with manufactures and commerce, but to raise it

above them,—by endeavouring to show that it was

the only species of industry which contributed to

increase the riches of a nation. Founding on the

indisputable fact, that every thing that either mi-

nisters to our wants or gratifies our desires, must be

originally derived from the earth, Quesnay assumed

as a self-evident truth, and as the basis of his system,

that the earth is the only sowce of 'wealth ; and held

that industry was altogether incapable of producing

any new value, except when employed in agricul-

ture, including under that term fisheries and mines.

His observation of the striking effects of the vege-

tative powers of nature, and his inability to explain

the real origin and causes of reiit^ confirmed him in

this opinion. The circumstance, that of those who

are engaged in industrious undertakings, none but

the cultivators of the soil paid rent for the use of na-

tural agents, appeared to him an incontrovertible

proof, that agiiculture was the only species of indus-

try which yielded a net surplus fproduil net) over

1
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and above the expences of production. Quesnay al-

lowed that manufacturers and merchants were high-

ly useful ; but, as they realized no net surplus in the

shape of rent, he contended they did not add any

greater value to the raw material of the commodi-

ties they manufactured or carried from place to place,

than was just equivalent to the value of the capital

or stock consumed by them during the time they

were necessarily engaged in these operations. These

principles once established, Quesnay proceeded to

divide society into three classes ; the jirsf, or prodiir-

the class, by whose agency all wealth is produced,

consists of the farmers and labourers engaged in agri-

culture, who subsist on a portion of the produce of

the land reserved to themselves as the wages of their

labour, and as a reasonable profit on their capital

;

the second, ov proprielari/ class, consists of those who

live on the rent of the land, or on the net surplus

produce raised by the cultivators after their necessary

expences have been deducted ; and the tliitYi, or

unproductive class, consists of manufacturers, mer-

chants, menial servants, &c., whose labour, though

exceedingly useful, adds nothing to the national

wealth, and who subsist entirely on the wages paid

them by the other two classes. It is obvious, sup-

posing this classification made on just principles, that

all taxes must fall on the landlords. The third, or

unproductive class, have nothing but what they re-

ceive from the other two classes ; and if any deduc-

tion were made from the fair and reasonable profits

and wages of the husbandmen, it would have the
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effect to paralyse their exertions, and consequently

to spread poverty and misery throughout the land,

by drying up the only source of wealth. It neces-

sarily follows, therefore, on M. Quesnay's theory,

that the entire expences of government, and the va-

rious public burdens, must, howsoever imposed, be ul-

timately defrayed out of the produit net, or rent of

the landlords ; and consistently with this principle,

he proposed that all the existing taxes should be re-

pealed, and that a single tax Cimpot unique,) laid

directly on the net produce, or rent, of the land,

should be imposed in their stead.

But, however much impressed with the import-

ance of agriculture over eveiy other species of in-

dustry, Quesnay did not solicit for it any exclusive

favour or protection. He successfully contended

that the interests of the agriculturists, and of all the

other classes, would be best promoted by establish-

ing a system of perfect freedom. " Qu'on main-

tienne,'* says he in one of his general Maxims,
" I'entiere liberte du commerce ; car la police du

commerce interieur et exierieur la plus sure, la

plus exacte, la plus profitable a la 7iation et a

Vetat, consiste da7is la pleine liberti! be la

CONCURRENCE.^^ * Quosnay showed that it could

never be for the interest of the proprietors and

cultivators of the soil to fetter or discourage the

industry of merchants, artificers, and manufactu-

' Phiisiorralic, Premirre Partie^ p. 11J>.
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rers ; for the greater the liberty they enjoy, the

greater will be their competition, and their services

will, in consequence, be rendered so much the

cheaper. Neither, on the other hand, can it ever be

for the interest of the unproductive class to harass

and oppress the agriculturists, either by preventing

the free exportation of their products, or by any re-

strictive regulations whatsoever. When the culti-

vators enjoy the greatest degree of freedom, their

industry, and, consequently, their net surplus pro-

duce—the only fund from which any accession of

national wealth can be derived—will be carried to

the greatest possible extent. According to this " li-

beral and generous system,"* the establishment of

perfect liberty, perfect security, and perfect justice,

is the only, as it is the infallible, means of securing

the highest degree of prosperity to all classes of the

society.

" On a vu," says the ablest expositor of this sys-

tem, M. Mercier de la Riviere, " qu'il est de I'es-

sence de I'ordre que I'interet particulier d'un seul ne

puisse jamais etre separee de I'interet commun de

tous ; nous en trouvons une preuve bien convain-

cante dans les efFets que produit naturellement et

necessairement la plenitude de la liberte qui doit

regner dans le commerce, pour ne point blesser la

propriete. L'interet personnel encouragee par cette

grande liberte, presse vivement et perpetuellement

* Wealth of Nations, Vol. ITI. p. 17.
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chaque homme en particulier, de perfectionner, de

multiplier les choses dont il est vendeur ; de grossir

ainsi la masse des jouissances qu'il peut procurer aux

autres hommes, afin de grossir, par ce moyen, la masse

des jouissances que les autres hommes peuvent lui

procurer en echange. Le monde alors va de lui

meme ; le desir de jouir, et la liberte de jouir, ne

cessant de provoquer la multiplication des productions

et Taccroissement de I'industrie, ils irapriment a toute

la societe un mouvement qui devient une tendance

perpetuelle vers son meilleur etat possible." *

We shall have other opportunities of examining

the principles of this very ingenious theory. It is suf-

ficient at present to remark, that, in assuming agri-

culture to be the only source of wealth, because the

matter of which all commodities are composed must be

originally derived from the earth, M. Quesnay and

his followers mistook altogether the nature of produc-

tion, and really supposed wealth to consist of matter
;

whereas, in its natural state, matter is very rarely pos-

sessed of immediate and direct utility, and is always

destitute of value. It is only by means of the labour

which must be laid out in appropriating matter, and

in fitting and preparing it for our use, that it ac-

quires exchangeable value, and becomes wealth. Hu-

man industry does not produce wealth by making any

additions to the matter of our globe ; this being a

quantity susceptible neither of augmentation nor di-

* L'Ordre Nutt/rcl et Essenliel des Societcs Politlqnes, Tome
II. p. 444.
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minution. Its real and only effect is to produce

wealtii hi) givifig utility to matter already in exist-

ence ; and it has been repeatedly demonstrated, that

the labour employed in manufactures and commerce

is just as productive of utility, and consequently of

wealth, as the labour employed in agriculture. Nei'

ther is the cultivation of the soil, as M. Que: nay

supposed, the only species of industry which yields

a surplus produce after the expences of production

are deducted. When agriculture is most produc-

tive, that is, when none but the best of the good

soils are cultivated, no rent, or produit net, is ob-

tained from the land; and it is only after recourse has

been had to poorer soils, and when, consequently, the

productive powers of the labour and capital employed

in cultivation begin to diminish, that rent begins to

appear : So that, instead of being a consequence of

the superior productiveness of agricultural industry,

rent is really a consequence of its becoming less prO'

ductive than others

!

The Economical Table^ a formula constructed by

M. Quesnay, and intended to exhibit the various

phenomena attendant on the production of wealth,

and its distribution among the productive, proprie-

tary, and unproductive classes, was published at Ver-

sailles, with accompanying illustrations, in 17-58; and

the novelty and ingenuity of the theory which it ex-

pounded, its systematic and scientific shape, and the

liberal system of commercial intercourse which it re-

commended, speedily obtained for it a very high de-

D
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gree of reputation.* It is to be regretted that the

friends and disciples of Quesnay, among whom we

have to reckon the Marquis de Mirabeau, Mercier de

la Riviere, Dupont de Nemours, Saint Peravy, Tur-

got, and other distinguished individuals, in France,

Italy, and Germany, should, in their zeal for his pe-

culiar doctrines, which they enthusiastically exerted

themselves to defend and propagate, have exhibited

more of the character of partizans, than of (what

there is the best reason to think they really were) sin-

cere and honest inquirers after truth. Hence it is

that they have always been regarded as a sect, known

by the name of Economists, or Physiocrats

;

—and

that their works are characterized by an unusual de-

gi'ee of sameness, f

* See Appendix, Note A, for some further remarks on the

Economical theory.

t The following are the principal works published by the
French Economists :

—

Tableau Economique, et Maxhnes Generates du Gouverne-
ment Economique, par Francois Quesnay, 4to, Versailles, 1758.

Tlieorie de I'hnpot, par M. de Mirabeau, 4to, 1760.

La Philosophie Rurale, par M. de Mirabeau, 4to, and 3
Tomes I2mo, 1763.

L'Ordre Naturel et Essenticl des Societes Politiqites par
Mercier da la Riviere, 4to, and 2 Tomes ]2mo, 1767.

Sur I'Origine et Progres d'une Science A^o?<i;e//e, par Dupont
de Nemours, I767.

La Physiocratie, ou Constitution Naturelle du Gotiverneme7it
le plus avantageux ait Genre Humain ; Recueil des Principaux
Ouvrages Econoraiques de M. Quesnay, rcdigu et publie par
Dupont de Nemours, 2 Parties, I767.



THE FRENCH ECONOMISTS. 51

But, in despite of all these defects, there can be

no question that the labours ofthe French Economists

powerfully contributed to accelerate the progress of

economical science. In reasoning on subjects con-

nected with national wealth, it was now found to be

necessary to subject its sources, and the laws which

regulate its production and distribution, to a more ac-

curate and searching analysis. In the course of this

examination, it was speedily ascertained that both the

mercantile and economical theories were erroneous

and defective ; and that, to establish the science of

Political Economy on a firm foundation, it was neces-

sary to take a much more extensive survey, and to

seek for its principles, not in a few partial and distort-

ed facts, or in metaphysical abstractions, but in the

connection and relation subsisting among the various

phenomena manifested in the progress of civilization.

Lettres d'lin Citoyen a un Magistral, sur les Vingtiemes et

les autres Impots, par I'Abbe Baudeau, 12mo, 1768.

Memoire sur les Effets de I'Impot indirect ; qui a remporte le

Prix propose par la Societe Royale d' Agriculture de Limoges,

par Saint Peravy, 12mo, 1768.

Reflexions sur la Formation, et la Distribution des Richesses,

par Turgot, 8vo, 1771- This is the best of all the works found-

ed on the principles of the Economists ; and is, in some re-

spects, the best work on Political Economy published previous-

ly to the Wealth of Nations.

The Journal d'Agriculture, 4^c. and the Ephemerides du

Citoyen, contain a variety of valuable articles contributed by

Quesnay and other leading Economists. The Ephemerides was

begun in 1767^ and was dropped in 1775 ; it was first conduct-

ed by the Abbe Baudeau, and then by Dupont.
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The Count di Veiri, vvliose Meditations on Politi-

cal Economy were published in 1771, demonstrated

the fallacy of the opinions entertained by the French

Economists respecting the superior productiveness of

the labour employed in agriculture ; and showed that

all the operations of industry really consist of modi-

Jications ofmatter already in ea:istence.* But Verri

did not trace the consequences of this important prin-

ciple ; and, possessing no clear and definite notions

of what constituted wealth, did not attempt to dis-

cover the means by which labour might be facilitated.

He made some valuable additions to particular branch-

es of the science, and had suflScient acuteness to de-

tect errors in the systems of others ; but the task of

constructing a better system in their stead required

talents of a far higher order.

At length, in 177^, our illustrious countryman

Adam Smith published the *' Wealth of Nations"

—

a work which has done for Political Economy what

the Essay of Locke did for the philosophy of mind.

In this work the science was, for the first time, treat-

ed in its fullest extent j and the fundamental princi-

ples, on which the production of wealth depend,

* Accostare el sepei'are sono gli unici element! che I'ingegno

umano ritrova analizando I'idea della reproduzione ; e tanto e

riproduzione di valore e di richezza se la terra, I'aria, e I'aqua

ne' campi si trasmutino in grano, come se colla mano dell' uomo

il gluttine di un insetto si trasmuti in velluto, o vero alcuni pez-

zetti di metallo si organizzino a formare una ripetizione.

—

Me-
dilozioni siilla Econoviia Po/ilica, § 3.
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placed beyond the reach of cavil and dispute. In

opposition to the French Economists, Dr Smith has

shown that labour is the only source of wealth, and

that the wish to augment our fortunes and to rise

in the world—a wish that comes with us from the

womb, and never leaves us till we go into the grave

—is the cause of wealth being saved and accumu-

lated : He has shown that labour is productive of

wealth when employed in manufactures and com-

merce, as well as when it is employed in the culti-

vation of the land : He has traced the various means

by which labour may be rendered most eflPective

;

and has given a most admirable analysis and expo-

sition of the prodigious addition made to its powers

by its division among different individuals, and by

the employment of accumulated wealth, or capital,

in industrious undertakings. Dr Smith has also

shown, in opposition to the commonly received opi-

nions of the merchants, politicians, and statesmen of

his time, that wealth does not consist in the abun-

dance of gold and silver, but in the abundance of

the various necessaries, conveniences, and enjoy-

ments of human life : He has shown that it is in

every case sound policy, to leave individuals to pur-

sue their own interest in their own way ; that, in

prosecuting branches of industry advantageous to

themselves, they necessarily prosecute such as are,

at the same time, advantageous to the public 5 and

that every regulation intended to force industry in-

to particular channels, or to determine the species of

commercial intercourse to be carried on between
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different parts of the same country, or between dis-

tant and independent countries, is impolitic and per-

nicious—injurious to the rights of individuals—and

adverse to the progress of real opulence and lasting

prosperity.

The fact that the distinct statement of several of

the most important of these principles, and that

traces of them all, may be found in the works of pre-

vious writers, does not in the least detract from the

real merits of Dr Smith. In adopting the disco-

veries of others, he has made them his own ; he has

demonstrated the truth of principles on which his

predecessors had, in most cases, stumbled by chance
;

has separated them from the errors by which they

were previously incumbered ; has traced their re-

mote consequences, and pointed out their limitations;

has shown their practical importance and real value

—their mutual dependence and relation ; and has

reduced them into a consistent, harmonious, and

beautiful system.

But, however excellent in many respects, still it

cannot be denied that there are errors, and those

too of no slight importance, in the " Wealth of Na-

tions." Dr Smith does not say that in prosecuting

such branches of industry as are most advantageous

to themselves, individuals necessarily prosecute such

as are at the same time most advantageous to the

puhUc. His leaning to the system of the Economists

—a leaning perceptible in every part of his work

—

made him so far swerve from the principles of his

own system, as to admit that individual advantage is
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not always a true test of the public advantageousness

of different employments. He considered agricul-

ture, though not the only productive employment,

as the most productive of any ; and he considered

the home trade as more productive than a direct

foreign trade, and the latter than the carrying trade.

It is clear, however, that all these distinctions are

fundamentally erroneous. A state being nothing

more than an aggregate collection of individuals, it

necessarily follows, that whatever is most advantage-

ous to them must be most advantageous to the state
;

and it is obvious, that the self-interest of those con-

cerned will always prevent them from engaging in

manufacturing and commercial undertakings, unless

when they yield as large profits, and are, consequent-

ly, as publicly beneficial as agriculture. His opinion

with respect to the unproductiveness of all labour,

not realized in a fixed and vendible commodity, ap-

pears, at first sight, to rest on no better foundation

than the opinion of the Economists with respect to

the unproductiveness ofcommerce and manufactures;

and its fallacy has been fully established by several

late writers. These, however, are blemishes of infe-

rior importance. The radical defect of the *' Wealth

of Nations'* consists in the erroneous doctrines Dr
Smith has advanced with respect to the invariableness

of the value of corn, and the eft'ect of fluctuations in

the rate of wages on prices : These have prevented

him from acquiring any clear and accurate notions re-

specting the nature and causes of rent, and the laws
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which govern the rate of profit ; and have, in con-

sequence, vitiated all that part of his work which

treats of the distribution of wealth, and the principles

of taxation.

But, after every allowance has been made for

these defects, enough still remains to justify us in

considering Dr Smith as the real founder of the mo-

dern system of Political Economy. If he has not

left us a perfect work, he has, at all events, left us

one which contains a greater number of useful truths

than have ever been given to the world by any other

individual ; and he has pointed out and smoothed

the route, by following which, subsequent philoso-

phers have been enabled to perfect much that he had

left incomplete, to rectify the mistakes into which he

had fallen, and to make many new and important

discoveries. Whether, indeed, we refer to the sound-

ness of its leading doctrines, to the liberality and

universal applicability of its practical conclusions, or

to the powerful and beneficial influence it has had on

the progress and perfection of economical science,

and still more on the policy and conduct of nations,

Dr Smith's work must be placed in the foremost rank

of those that have helped to liberalize, enlighten, and

enrich mankind. *

* Tlie subsequent steps in the progress of the science will

be i)()inted out in the course of this work. I have given a

sketch of its history, up to the present time, in my Discourse

OH Ibc Rise, Progress, Peculiar Ohjecls, and Imporlance (>J Po-

IiTk (il Ecoiioiiii/.
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The science of Political Economy was long con-

founded with that of Politics ; and it is undoubtedly

true that they are very intimately connected, and

that it is frequently impossible to treat those ques-

tions which strictly belong to the one without refer-

ring more or less to the principles and conclusions

of the other. But, in their leading features, they

are sufficiently distinct. The laws which regulate

the production and distribution of wealth are the

same in every country and stage of society. Those

circumstances which are favourable or unfavourable

to the increase of riches and population in a repub-

lic may equally exist, and will have exactly the same

effects, in a monarchy. That security of property,

without which there can be no steady and continued

exertion—that freedom of engaging in every differ-

ent branch of industry, so necessary to call the va-

rious powers and resources of human talent and in-

genuity into action—and that economy in the public

expenditure, so conducive to the accumulation of na-

tional wealth— are not the exclusive attributes of any

particular species of government. If free states ge-

nerally make the most rapid advances in wealth and

population, it is an indirect rather than a direct con-

sequence of their political constitution. It results

more from the greater probability that the right of

property will be held sacred—that the freedom of in-

dustry will be less fettered and restricted,—and that

the public income will be more judiciously levied and

expended under a popular government, than from

the mere circumstance of a greater proportion of the
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people being permitted to exercise political rights and

privileges. Give the same securities to the subjects

of an absolute monarch, and they will make the same

advances. Industry does not require to be stimu-

lated by extrinsic advantages. The additional com-

forts and enjoyments which it procures have always

been found sufficient to ensure the most persevering

and successful exertions. And whatever may have

been the form of government, those countries have

always advanced in the career of improvement, in

which the public burdens have been moderate, the

freedom of industry permitted, and every individual

enabled peaceably to enjoy the fruits of his labour.

It is not, therefore, so much on its political organiza-

tion, as on the talents and spirit of its rulers, that

the wealth of a country is principally dependent.

Economy, moderation, and intelligence on the part

of those in power, have frequently elevated absolute

monarchies to a very high degree of opulence and of

prosperity ; while, on the other hand, all the advan-

tages derived from a more liberal system of govern-

ment have not been able to preserve free states from

being impoverished and exhausted by the extrava-

gance, intolerance, and short-sighted policy of their

rulers.

The sciences of Politics and of Political Econo-

my are, therefore, sufficiently distinct. The politi-

cian examines the principles on which government is

founded
; he endeavours to determine in whose hands

the supreme authority may be most advantageously

placed
; and unfolds the reciprocal duties and obliga-



AND POLITICAL ECONOMY. 59

tions of the governing and governed portions of so-

ciety. The political economist does not take so high

a flight. It is not of the constitution of the govern-

ment, but of its ACTS only, that he is called upon to

judge. Whatever measures affect the production or

distribution of wealth, necessarily come within the

scope of his observation, and are freely canvassed by

him. He examines whether they are in unison with

the just principles of economical science. If they

are^ he pronounces them to be advantageous, and

shows the nature and extent of the benefits of which

they will be productive ; if they are not, he shows

in what respect they are defective, and to what ex-

tent their operation will be injurious. But he does

this without inquiring into the constitution of the

government by which these measures have been

adopted. The circumstance of their having ema-

nated from the privy council of an arbitrary mo-

narch, or the representative assembly of a free state,

though in other respects of supreme importance, can-

not affect the immutable principles by which the eco-

nomist is to form his opinion upon them.

Besides being confounded with Politics, Political

Economy has sometimes been confounded with Sta-

tistics ; but they are still more easily separated and

distinguished. The object of the statistician is to

describe the condition of a particular country at a

particular period ; while the object of the political

economist is to discover the causes which have

brought it into that condition, and the means by

which its wealth and riches may be indefinitely in-
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creased. He is to the statistician what the physical

astronomer is to the mere observer. He takes the

facts furnished by the researches of the statistician,

and after comparing them with those furnished by

historians and travellers, he applies himself to dis-

cover their relation. By a patient induction—by
carefully observing the circumstances attending the

operation of particular principles, he discovers the

effects of which they are really productive, and how

far they are liable to be modified by the operation of

other principles. It is thus that the relation between

rent and profit— between profit and wages, and the

various general laws which regulate and connect the

apparently conflicting, but really harmonious inte-

rests of every different order in society, have been

discovered, and established with all the certainty of

demonstrative evidence.



PRINCIPLES
OF

POLITICAL ECONOMY.

PART II.

PRODUCTION OF WEALTH.

Section I.

Definition of Production—Labour the onli/ Source of Wealll,.

All the operations of nature and of art are re-

ducible to, and really consist of transmutations^—of

changes of form and of place. By production, in the

science of Political Economy, we are not to under-

stand the production of matter, for that is the exclu-

sive attribute of Omnipotence, but the production of

utility, and consequently of exchangeable value, by

appropriating and modifying matter already in exist-

ence, so as to fit it to satisfy our wants, and to con-

tribute to our enjoyments. The labour which is

thus employed is the only source of wealth.* Na-

* This point has been strongly and ably stated by M. De-

stutt Tracy—" Non-seulement," says he^ " nous ne creons ja-

mais rieu, mais il nous est meme impossible de concevoir ce que
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ture spontaneously furnishes the matter of which

all commodities are made ; but, until labour has been

expended in appropriating matter, or in adapting it to

our use, it is wholly destitute of value, and is not, nor

ever has been, considered as forming wealth.* Place us

on the banks of a river, or in an orchard, and we shall

infallibly perish, either of thirst or hunger, if we do

not, by an effort of industry^ raise the water to our

lips, or pluck the fruit from its parent tree. It is

seldom, however, that the mere appropriation of mat-

c'est que creer ou anneanlir, si nous entendons rigoureusement

par ces mots, faire quelque chose de rien, ou reduire qiielque

chose a rien ; car nous n'avons jamais vu un etre quelconque

sortir du neant ni y rentrer. De lii cet axiome admis par toute

I'antiquite : rien ne vient de rieii, et ne peut redevenir rien.

Que faisons-nous done par notre travail, par noire action sur

tons les clres qui nous entourent ? Jamais rien, qu'operer dans

ces etres des changements de forme ou de lieu qui les appro-

prient a notre usage, qui les rendent utiles a la satisfaction de

nos besoins. Voila ce que nous devons entendre par prodaire ;

c'est donner aux choses une utililc qu'elles navoient pas. Quel

que soit notre travail, s'il n'en resulte point d'utilite, il est in-

fructeux ; s'il en resulte, il est product if."—{Elemens d'Ideo-

logic, Tom III. p. 162.)

* The ^VTiter of an article in the Quarterly Review, (No. 60,

Art. 1.) contends that the earth is a source of wealth, because

it supplies us with the matter of commodities. But this, it is

obvious, is just the old error of the Economists reproduced in a

somewhat modified shape. It would, in truth, be just as correct

to say, that the earth is a source of pictures and statues, be-

cause it supplies the materials made use of by painters and

statuaries, as to say, that it is a source of wealtli, because it

supplies the matter of commodities.

1
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tei" is sufficient. In the vast majority of cases, la-

bour is required not only to appropriate it, but also

to convey it from place to place, and to give it that

peculiar figure and shape, v^ithout which it may be

totally useless, and incapable of either ministering to

our necessities or our comforts. The coal used in

our fires is buried deep in the bowels of the earth,

and is absolutely worthless until the labour of the

miner has extracted it from the mine, and brought

it into a situation where it can be made use of. The

stones and mortar of which our houses are built, and

the rugged and shapeless materials from which the

various articles of convenience and ornament with

which they are furnished have been prepared, were,

in their original state, alike destitute of value and

utility. And of the innumerable variety of animal,

vegetable, and mineral products which form the ma-

terials of our food and clothes, none were originally

serviceable, while many were extremely noxious to

man. It is his labour that has given them utility,

that has subdued their bad qualities, and made them

satisfy his wants, and minister to his comforts and

enjoyments. " Labour was the first price, the ori-

ginal purchase-money that was paid for all things.

It was not by gold or by silver, but by labour, that

all the wealth of the world was originally purchased.*

If we observe the progress, and trace the history

of the human race in different countries and states

of society, we shall find that their comfort and hap-

* Wealth of Nations, Vol. I. p. 44^ 8vo. edit.
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piness have been always very nearly proportioned to

the power which they possessed of rendering their

labour effective in appropriating the raw products of

nature, and in fitting and adapting them to their

use. The savage, whose labour is confined to the

o-athering of wild fruits, or to the picking up of shell-

fish on the sea coast, is placed at the very bottom of

the scale of civilization, and is, in point of comfort,

decidedly inferior to many of the lower animals.

The Jirst step in the progress of society is made

when man learns to hunt wild animals, to feed him-

self with their flesh, and to clothe himself with their

skins. But labour, when confined to the chace, is

extremely barren and unproductive. Tribes of hun-

ters, like beasts of prey, whom they are justly said

to resemble closely in their habits and modes of

subsistence, are but thinly scattered over the surface

of the countries which they occupy ; and notwith-

standing the fewness of their numbers, any unusual

deficiency in the supply of game never fails to re-

duce them to the extremity of want. The second

step in the progress of society is made when the

tribes of hunters and fishers learn to apply their

labour, like the ancient Scythians and modern

Tartars, to the domestication of wild animals and

the rearing of flocks. The subsistence of herds-

men and shepherds is much less precarious than

that of hunters, but they are almost entirely des-

titute of all those comforts and elegancies which

give to civilized life its chief value. The third and

most decisive step in the progress of civilization—in

11
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the great art of producing the necessaries and con-

veniences of life—is made when the wandering tribes

of hunters and shepherds renounce their migratory

habits, and become agriculturists and manufacturers.

It is then, properly speaking, that man, shaking off

that indolence which is natural to him, begins fully

to avail himself of his productive powers. He then

becomes laborious, and, by a necessary consequence,

his wants are then, for the first time, fully supplied,

and he acquires an extensive command over the

articles necessary for his comfort as well as his sub-

sistence.

The importance of labour in the production of

wealth was very clearly perceived both by Hobbes

and Locke. At the commencement of the 24th

chapter* of the Leviathan, published in 1651,

Hobbes says, '* The nutrition of a commonwealth

consisteth in the plenty and distribution of materials

conducing to life.

" As for the plenty of matter, it is a thing limited

by nature to those commodities which, from (the two

breasts of our common mother) land and sea, God
usually either freely giveth, or for labour selleth to

mankind.

" For the matter of this nutriment, consisting in

animals, vegetables, minerals, God hath freely laid

them before us, in or near to the face of the earth
;

so as there needeth no more but the labour and in-

dustry of receiving them. Insomuch that plenty

* Of the Nutritiqn and Procreation of a Cmnvwnweallh.

E
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dependeth (next to God's favour) on the lahoiir and

industry of man.''

But Mr Locke had a much clearer apprehension

of this doctrine. In his Essay on Civil Govern-

7)16711, published in 1689, he has entered into a

lengthened, discriminating, and able analysis to show

that it is from labour that the products of the earth

derive almost all their value. " Let any one con-

sider," says he, " what the difference is between an

acre of land planted with tobacco or sugar, sown

with wheat or barley, and an acre of the same land

lying in common, without any husbandry upon it,

and he will find that the improvement of labour

makes the far greater part of the value. I think it will

be but a very modest computation to say, that of the

products of the earth useful to the life of man, 7ii?7e-

tenths are the effects of labour ; nay, if we will right-

ly consider things as they come to our use, and cast

up the several expences about them, what in them is

purely owing to nature, and what to labour, we shall

find, that in most of them ninety-ni7ie Jiimdredths

are wholly to be put on the account of labour.

" There cannot be a clearer demonstration of any

thing, than several nations of the Americans are of

this, who are rich in land, and poor in all the com-

forts of life ; whom nature have furnished as liberally

as any other people with the materials of plenty
;

i. e. a fruitful soil apt to produce in abundance what

might serve for food, raiment, and delight ; yet for

want of improving it hi) labour^ have not one hun-

dredth part of the conveniences we enjoy ; and the
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kins: of a large and fruitful territory there feeds,

lodges, and is worse clad than a day-labourer in Eng-

land.

" To make this a little clear, let us but trace some

of the ordinary provisions of life through their seve-

ral progresses, before they come to our use, and see

how much of their value they receive from human

industry. Bread, wine, and cloth, are things of daily

use, and great plenty
; yet, notwithstanding, acorns,

water, and leaves, or skins, must be our bread, drink,

and clothing, did not labour furnish us with these

more useful commodities ; for whatever bread is

more worth than acorns, wine than water, and cloth

or silk than leaves, skins, or moss, that is solely ow-

ing to labour and industry ; the one of these being

the food and raiment which unassisted nature fur-

nishes us with ; the other provisions which our in-

dustry and pains prepare for us ; which how much

they exceed the other in value, when any one hath

computed, he will then see how much labour makes

the far greatest part of the value of things we enjoy

in this world ; and the ground which produces the

materials is scarce to be reckoned on as any, or, at

most, but a very small part of it ; so little, that even

amongst us, land that is wholly left to nature, that

hath no improvement of pasturage, tillage, or plant-

ing, is called, as indeed it is, waste ; and we shall

find the benefit of it amount to little more than no-

thing.

*' An acre of land that bears here twenty bushels

of wheat, and another in America, which, with the
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same husbandry, would do the like, are, without

doubt, of the same natural intrinsic value (utility.)

But yet, the benefit mankind receives from the one

in a year is worth L. 5, and from the other possibly

not worth one penny ; if all the profits an Indian re-

ceived from it were to be valued and sold here, at least,

I may truly say, not jy^oo*
—"1^^ labour, then, which

puts the greatest part of value upon land, without

which it would scarcely be worth any thing : 'Tis

to that we owe the greatest part of its useful pro-

ducts ; for all that the straw, bran, bread of that

acre of wheat, is more worth than the product of an

acre of good land, which lies waste, is all the effect

of labour. For 'tis not merely the ploughman's

pains, the reaper's and thrasher's toil, and the

baker's sweat, is to be counted into the bread we

eat, the labour of those who broke the oxen, who

digged and wrought the iron and stones, who fitted

and framed the timber employed about the plough,

mill, oven, or any other utensils, which are a vast

number, requisite to this corn, from its being seed

to be sown, to its being made bread, must all be

charged on the account of labour, and received as

an effect of that. Nature and the earth furnishino;

only the almost worthless materials as in tliemselves.

—'Twould be a strange catalogue of things that

industry provided and made use ofabout every loaf

of bread, before it came to our use, if we could trace

them. Iron, wood, leather, barks, timber, stone,

brick, coals, lime, cloth, dyeing-drugs, pitch, tar,

masts, ropes, and all the materials made use of in
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the ship that brought away the commodities made

use of by any of the workmen, to any part of the

work
J

all which, it would be almost impossible, at

least too long to reckon up."*

Had Mr Locke carried his analysis a little fur-

ther, he could not have failed to perceive that neither

water, leaves, skins, nor any of the spontaneous

productions of nature, have any value, except what

they owe to the labour required to appropriate them.

The value of water to a man placed on the bank of

a river depends on the labour necessary to raise it

from the river to his lips ; and its value, when car-

ried ten or twenty miles off, is equally dependent on

the labour necessary to convey it there. All the

rude products, and all the productive powers and

capacities of nature, are gratuitously offered to man.

Nature is not niggardly or parsimonious. She nei-

* Of Civil Government, Book II. § 40, 41, 42, and 43.

This is a very i-emarkable passage. It contains a far more

distinct and comprehensive statement of the fundamental doc-

trine, that labour is the constituent principle of value, than is to

be found in any other wTiter previous to Dr Smith, or than is to

be foundeven in the Wealth of Nations. But Mr Locke does not

seem to have been sufficiently aware of the real value of the

principle he had elucidated, and has not deduced from it any

important practical conclusion. On the contrary, in his tract

on Raising the Value of Money, published in 1691, he lays

it down broadly that all taxes, howsoever imposed, must ulti-

mately ./a// OH the land; whereas, it is plain he ought, consist-

ently with the above principle, to have shown that they would
fall, not exclusively on the produce of land, but generally on

produce of industry, or on all species of commodities.
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ther demands nor receives an equivalent for her

favours. An object vi^hich it does not require any

portion of labour to appropriate or to adapt to our

use, may be of the very highest utility ; but, as it

is the free gift of nature, it is utterly impossible it

can be possessed of the smallest value. *

'* Si je retranche,*' to use a striking illustration

of this doctrine given by M. Canard, " de ma montre,

par la pensee, tons les travaux qui lui ont ete suc-

cessivement appliquees, il ne restera que quelques

* Bishop Berkeley entertained very just opinions respecting

the source of wealth. In his Querist, published in 1735, he

asks,—" Whether it were not ^VTong to suppose Icnid itself to

be wealth ? And whether the i/idustri/ of the people is not first

to be considered, as that which constitutes wealth, which

makes even land and silver to be wealth, neither of which

would have any value, but as means and motives to industry?

" Whether, in the wastes of America, a man might not pos-

sess twenty miles square of land, and yet want his dinner, or

a coat to his back."

—

Querist, Numbers 38 and 39.

M. Say appears to think {Discours Preliminaire, p. 37.)

that Galiani was the Jirst who showed, in his treatise Delia

Mo/ieto, published in 17'jO, that labour was the only source

of wealth. But the passages now laid before the reader

prove the erroneousness of this opinion. Galiani has enter-

ed into no cuialijsis or argument to prove the correctness of

his statement ; and, as it appears from other parts of his work,

that he was well acquainted with IMr Locke's Tracts on Money,

a suspicion naturally arises that he had seen the Essay on

Civil Government, and that he was really indebted to it

for a knowledge of this principle. This suspicion derives

strength from the circumstance of Galiani being still less

aware than i\Ir Locke of the value of the discovery.—Sec

Trattalo Delia Moneta, p. 30, ediz. 1780.
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grains de minerai placees dans I'inteiieur de la terre

d'ou on les a tires, et ou ils n'ont aucune valeur. De
meme si je decompose le pain que je mange, et

que j'en retranche successivement tous les travaux

successifs qu'il a recus, il ne restera que quelques

tiges d'herbes graminees, eparses dans des deserts

incultes, et sans aucune valeur." *

It is to labour, therefore, and to labour only, that

man owes every thing possessed of exchangeable va-

lue. Labour is the talisman that has raised him

from the condition of the savage—that has changed

the desert and the forest into cultivated fields—that

has covered the earth with cities and the ocean

with ships—that has given us plenty, comfort, and

elegance, instead of want, misery, and barbarism.

This fundamental principle once established, it

necessarily follows, that the great practical problem

involved in that part of the science of Political Eco-

nomy which treats of the production of wealth, must

resolve itself into a discussion of the means whereby

labour may be rendered most efficient, or whereby

the greatest amount of necessary^ useful^ and de-

sirable products may he obtained with the least pos-

sible quantity of labour. Every measure that has

any tendency to add to the power of labour, or to

reduce the cost of the commodities produced by

its agency, must add proportionally to our power of

obtaining wealth and riches ; while every measure or

regulation that has any tendency to waste labour, or

to raise the cost of producing commodities, must

* Principes d'Economic Politique, p. 6.
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equally lessen this power. This, then, is the simple

and decisive test by which we are to judge of the ex-

pediency of every measure affecting the wealth of the

country, and of the value of every invention. If

they render labour more productive—if they have a

tendency to reduce the exchangeable value of com-
modities, to render them more easily obtainable, and
to bring them within the command of a greater por-

tion of society, they must be advantageous ; but if

their tendency be different, they must as certainly be
disadvantageous. Considered in this point of view,

that great branch of the science of Political Econo-
my which treats of the production of wealth, will be
found to be abundantly simple, and easily understood.

Labour, according as it is applied to the raising of
raw produce—to the flishioning of that raw produce,
when raised, into articles of utility, convenience or

ornament—or to the conveyance of raw and wrought
pi-oduce from one country and place to another—is

said to be agricultural, manufacturing, or commercial.
An acquaintance with the particular processes, and
most advantageous methods, of applying labour in
each of these grand departments of industry, forms
the peculiar and appropriate study of the agricultu-

rist, manufacturer, and merchant. It is not consist-

ent with the objects of the political economist to en-
ter mto the details of particular businesses and profes-
sions. He confines himself to an investigation of
the means by which labour in general may be ren-
dered most productive, and how its powers may be
increased in all the departments of industry.
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Section II.

Means hy which the Productive Potvers of' Labour are increas-

ed.—1. Security of Property 2. Division of Employments

among Individuals—3. Accumulation and Employment of Ca-

pital 4. Division of Employments among Different Coun-

tries, or Commerce—Money.

The mostcarelessandinattentiveobserverofthe pro-

gress of mankind from poverty to affluence must have

early perceived that there are three circumstances,

without whose conjoint existence andco-operationthey

could never have emerged from barbarism. The

Jirst, and most indispensable, is the security of pro-

perty, or a lively and well-founded conviction in the

mind of every individual that he will be allowed to

dispose at pleasure of the fruits of his labour. The

second is the introduction of exchange or barter, and

the consequent appropriation of particular individuals

to particular employments. And the third is the

accumulation and employment of the produce of

previous labour, or, as it is more commonly termed,

of capital, or stock. All the improvements that

have ever been made, or tliat ever can be made, in

the great art of producing the necessaries, comforts,

and conveniencies of human life, must be classed un-

der some one or other of these three heads. It is,

therefore, indispensable that principles, so import-

ant, and which lie at the very bottom of the science,

should be well understood.
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I. Security of Property.— Security of property

is the first and most indispensable requisite to the pro-

duction of wealth. Its utility in this respect is, in-

deed, so obvious and striking, that it has been more

or less respected in every country, and in the earliest

and rudest periods of society. All have been impress-

ed with the reasonableness of the maxim which teaches

that those who sow ought to be permitted to reap

—

that the labour of a man's body and the work of his

hands are to be considered as exclusivley his own. No

savage horde has ever been discovered in which the

principle of meum and timm was not recognized. No-

thing, it is plain, could ever tempt any one to en-

gage in any laborious employment—he would neither

domesticate wild animals, nor clear and cultivate the

ground, if, after months and years of toil, when his

flocks had become numerous, and his harvests were

ripening for the sickle, a stranger were to be allowed

to rob him of the produce of his industry. No won-

der, therefore, that the utility of some general re-

gulations, which should secure to every individual

the peaceable enjoyment of the produce he had rais-

ed, and of the ground he had cultivated and im-

proved, suggested itself to the first legislators. The

author of the book of Job places those who remov-

ed their neighbour's land-marks at the head of his

list of wicked men ; and some of the earliest profane

legislators subjected those who were guilty of this of-

fence to a capital punishment.
*

Ciogut't, Dc I'Origine des Loix, c\c. Tom. I. p. 30. 4to ed.
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Dr Paley has said that the law of the land is the

real foundation of the right of property. But the

obvious utility of securing to each individual the pro-

duce which has been raised by his industry, has un-

doubtedly formed the irresistible reason which has in-

duced every people emerging from barbarism to esta-

blish this right. It is, in truth, the foundation on

which almost all the other institutions of society rest

;

and Cicero has not scrupled to affirm, that it was

chiefly for the protection of property that civil govern-

ment was instituted.

—

Hanc enim ob causam maj:i-

me, ut sua tiierentur^ respublica^ civitatesqiie con-

stitutor sunt. Nam etsi duce natures, congregabantur

homines, tamen spe custodicB rerum suarum, urhium

prcesidia queerebant^^'' Until property had been pub-

licly guaranteed, men must have looked on each other

as enemies, rather than as friends. The idle and im-N

provident are always desirous of seizing on the earn-

ings of the laborious and frugal ; and, ifthey were not

restrained by the strong arm of the law—if they were

permitted to prosecute their attacks—they would, by

generating a feeling of insecurity, effectually check

both industry and accumulation, and sink all classes

to the same level of hopeless misery as themselves.

The security of property is even more necessary to .

accumulation than to production. No man ever

did or ever will deny himself an im_mediate gratifica-

tion when it is within his power, unless he thinks,

that, by doing so, he has a fair prospect of obtaining

* Dc Officiis, Lib. ii. caj). 21.
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a greater accession of comforts and enjoyments, or of

avoiding a greater evil at some future period. Where

the right of property is vigilantly protected, an in-

dustrious man, who produces as much by one day's

labour as is sufficient to maintain him two days,

does not lie idle the second day, but accumulates

the surplus produce above his wants as a capital j the

increased consequence and enjoyments which the pos-

session of capital brings along with it, being, in the

oreat majority of cases, more than sufficient to coun-

terbalance the desire of immediate gratification. But,

wherever property is insecure, we look in vain for

the operation of the principle of accumulation. " It

is plainly better for us,** is then the invariable lan-

ouage of the people, " to enjoy while it is in our

power, than to accumulate property which we shall

not be permitted to use, and which will either expose

us to the extortion of a rapacious government, or to

the unrestrained depredations of those who exist only

by the plunder of their more industrious neighbours.'*

But the security of property is not violated merely

when a man is deprived of the power of peaceably en-

joying the fruits of his industry ; it is also violated,

and perhaps in a still more glaring and unjustifiable

manner, when he is prevented from using the powers

with which nature has endowed him, in any way, not

injurious to others, that he considers most beneficial to

himself. Of ail the species of property which a man

can possess, theJ'aciiUies of his mind and tJie poucrs

of his bodij are most particularly his own. He ought,

therefore, to be permitted to enjoy, that is, to use or
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exert these powers at his discretion. And hence the

right of property is as much, or more infringed upon,

when a man is interdicted from engaging in a parti-

cular branch of business, as it is when he is forcibly

bereft of the property he has produced and accumu-

lated. Every monopoly which gives to a few indivi-

duals the exclusive power of carrying on certain

branches of industry, is thus, in fact, established in

direct violation of the property of all other indivi-

duals. It prevents them from using their natural ca-

pacities or powers in the manner which they might

have considered best ; and, as every man who is not a

slave is held, and justly held, to be the best, and, in-

deed, the only judge of what is advantageous for him-

self, the principles of natural law and the right of pro-

perty are both subverted when he is excluded from

any employment. In like manner, the right of pro-

perty is violated whenever any regulation is made to

force an individual to employ his labourer capital in

a particular way. The property of a landlord is vio-

lated when he is compelled to adopt any system of

cultivation, even supposing it to be really preferable

to that which he was previously following : The pro-

perty of the capitalist is violated when he is obliged to

accept a particular rate of interest for his stock ; and

the property of the labourer is violated whenever he is

obliged to employhimself in any particular occupation.

The finest soil, the finest climate, and the finest

intellectual powers, can prevent no people from be-

coming barbarous, poor, and miserable, if they have

the misfortune to be subjected to a government which
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does not respect and maintain the right of pro-

perty. This is the greatest of all calamities. The

ravages of civil war, of pestilence, and of famine,

may be repaired ; but nothing can enable a nation

to contend against the deadly influence of an estab-

lished system of violence and rapine. It is the want

of security—the want of any lively and well-founded

expectation among the inhabitants of their being

permitted freely to dispose of the fruits of their

industry, that is the principal cause of the wretch-

ed state of the Ottoman dominions, as it was

of the decline of industry and arts in Europe dur-

ing the middle ages. When the Turkish conquer-

ors overran those fertile and beautiful countries in

which, to the disgrace of the other European powers,

they are still permitted to encamp, they parcelled

them among their followers, on condition of their

performing certain military services, on a plan corre-

sponding, in many important particulars, to the feu-

dal system of our ancestors. But none of these

possessions, except those which have been assigned

to the church, is hereditary. They all revert, on the

death of the present possessors, to the Sultan, the sole

proprietor of all the immoveable property in the em-

pire. The occupiers of land in Turkey, having, in

consequence of this vicious system, no security that

their possessions will be allowed to descend, on

their death, to their children or legatees, are compara-

tively careless of futurity ; and as no one can feel any

interest in the fate of an unknown successor, no one

ever executes any improvement of which he does not
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expect to be able to reap all the advantage during

his own life. This is the cause why the Turks are

so extremely careless about their houses. They

never construct them of solid or durable materials.

And it would be a gratification to them to be assur-

ed that they would fall to pieces the moment after

they had breathed their last. Under this miserable

government the palaces have been changed into cot-

tages, and the cities into villages. The long conti-

nued want of security has extinguished the very spirit

of industry, and destroyed not only the power, but

even the desire to emerge from barbarism. *

Had it been possible for arbitrary power to profit

by the lessons of experience, it must long since have

perceived that its own wealth, as well as the wealtli

of its subjects, would be most effectually promoted

by maintaining the inviolability of property. Were

the Turkish government to establish a vigilant sys-

tem of police—to secure to each individual the un-

restricted power of disposing of the fruits of his la-

bour—and to substitute a regular plan of taxation in

place of the present odious system of extortion and

tyranny, industry would revive, capital and popula-

* Thornton's Account of the Turkish Empire, II. p. 03.

" The Turks/' says Denon, " batissent le moms qu'ils peuvent
;

ils ne reparent jamais rien : un mur menace mine, ils I'etaient'
;

il s'eboule, ce sont quelques chambres de moins dans la maison ;

ils s'arrangent a cote des decombres : I'edifice tombe enfin, ils

en abandonnent le sol, ou, s'ils sont obliges d'en deblayer

I'emplacement, ils n'emportent le platras que le moins loin

qu'ils peuvent.—Denon, Tom. I. p. 193.
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tion would be augmented, and moderate duties, im-

posed on a few articles in general demand, would

brine a much laro:er sum into the coffers of the trea-

sury than all that is now obtained by force and vio-

lence. The stated public burdens to which the

Turks are subjected are light when compared with

those imposed on the English, the Hollanders, or the

French. But the latter know that when they have

paid the taxes due to government, they will be per-

mitted peaceably to enjoy or to accumulate the re-

mainder of their earnings ; whereas the Turk has

no security but that the next moment after he has

paid his stated contribution, the Pacha, or one of his

satellites, may strip him of every additional farthing

he possesses ! Security is the foundation—the prin-

cipal element in every well digested system offinance.

When maintained inviolate, it enables a country to

support, without much difficulty, a very heavy load

of taxes ; but where there is no security— where

property is a prey to rapine and spoliation—to the at-

tacks of the needy, the powerful, or the profligate

—

the smallest burdens are justly regarded as oppressive,

and uniformly exceed the means of the impoverished

and spiritless inhabitant.

Mr Brydone states, that it was customary for those

intelligent Sicilians, with whom he had any conver-

sation respecting the natural riches of their celebrat-

ed island, and its capacity of improvement, to ob-

serve,—" Yes, if these were displayed, you would

have reason, indeed, to speak of them. Take a look

of these mountains, they contain rich veins of every
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metal, and many of the Roman mines still remain.

But to what end should we explore them ? // is

not we that should reap the profit. Nay, a disco-

very of any thing very rich might possibly prove the

ruin of its possessor. No, in our present situation,

the hidden treasures of the island must ever remain

a profound secret. Were we happy enough to enjoy

the blessings of your constitution, you might call us

rich, indeed. Many hidden doors of opulence would

then be opened, which now are not even thought

of, and we should soon reassume our ancient name

and consequence." *

The Jews have been supposed to afford an instance

of a people, whose property has been long exposed to

an almost uninterrupted series of attacks, and who

have, notwithstanding, continued to be rich and in-

dustrious. But when rightly examined, it will be

found that the case of the Jews forms no exception to

the general rule. Theabsurd prejudices with which the

Jews have been almost universally regarded, had long

the effect to prevent their acquiring any property in

land, and have excluded them from participating in the

funds ofthe charitable institutions of the different coun-

tries among which they are scattered. Having, there-

fore, no adventitious support on which to depend, in

the event of their becoming infirm or destitute, they

had a powerful additional motive to save and accu-

mulate ; and being excluded from agriculture, they

were of necessity compelled to addict themselves to

* Tour in Sicily and Malta, p. 381.
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commerce and the arts. In an age when the mer-

cantile profession was generally looked upon as mean

and sordid, and when, of course, they had compara-

tively little competition, they must have made consi-

derable profits ; but these have been very greatly ex-

aggerated. It was natural that those who were in-

debted to the Jews should represent their gains as en-

ormous ; for this inflamed the existing prejudices

against them, and afforded a miserable pretext for de-

frauding them of their just claims. There are a few

rich Jews in most of the large cities of Europe ; but

the majority of that race have ever been, and still are,

as poor as their neighbours.

Let us not, therefore, deceive ourselves by suppos-

ing that it is possible for any people to emerge from

barbarism, or to become wealthy, prosperous, and ci-

vilized, without the security of property. Security is

indispensably necessary to the successful exertion of

the powers of industry. Where it is wanting, it is

idle to expect either riches or civilization. '•

* " Ce n'est que la ou les proprietes sont assures^ ou Temploi

des capitaux est abandonne au choix de ceux qui les possedent

;

ce n'est que la dis-je, que les particuliers seront encourages li se

^50umettre aux privations les plus dures pour compenser par leurs

epargnes les retards que la profusion du gouvernement pent ap-

porter aux progres de la richesse national. Si I'Angleterre, mal-

grc^ses guerres ruineuses, est parvenue a un haut degre d'opu-

lence : si malgre les contributions enormes dont le peuplc y est

charge-, son capital est pourtant accrue dans le silence parTecono-

mie des particuliers, il ne faut attribuer ces effets qu'a la liberte

des personnes et ;i la surete des proprietes qui y regnent, plus
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Rousseau and some other sentimental writers

have made an objection to the institution of the

right of property, which has been, in some mea-

sure, sanctioned by the Marquis Beccaria, and the

Abbe Mably. * They allow that the security of

property is advantageous for those who possess it

;

but they contend, that it is disadvantageous for those

who are poor and destitute. It has condemned,

they affirm, the greater portion of mankind to a state

of misery, and has provided for the exaltation of

the few by the depression of the many ! The so-

phistry of this reasoning is so apparent, as hardly to

require to be pointed out. The right of property

has not made imverty, but it has made wealth. Pre-

viously to the institution of this right, those nations

which are now most civilized, were sunk to the same

level of wretchedness and misery as the savages of

New Holland and Kamtschatska. All classes have

been benefited by the change ; and it is mere error

and delusion to suppose that the rich have been bene-

fited at the expence of the poor. The institution of

the right of property gives no advantage to any one

man over any other man. It deals out justice im-

partially to all. It does not say, labour, and I shall

reward you ; but it says, " labour, and I shall take

care that none shall be 'permitted to rob you of the

que dans aucun autre pays de I'Europe, la Suisse excepte."

(Storchj Cours d'Economic Politique, Tom I. p. 260.)

* Speaking of theft^ Beccaria calls it^ " II delitto di quella

infelice parte di uomini, a cui it diritto di proprietd (lerrihile,

eforse non necessario diritlo,) non ha lasciato, ctic una nudn

essiiicfiza."—Dei Dclitti c delle Pcnc § 22.
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produce of your exertions.^* The institution of

the right of property has not made all men rich, be-

cause it could not make all men fortunate, frugal, and

industrious. But it has done more than all the other

institutions of society put together to produce this ef-

fect. It is not, as it has been sometimes ignorantly or

knavishly represented, a bulwark thrown up to pro-

tect and secure the property of a few favourites of

fortune. It is a rampart raised by society against

its common enemies—against rapine and violence,

plunder and oppression. Without its protection,

the rich man would become poor, and the poor man
would never be able to become rich—all would sink

to the same bottomless abyss of barbarism and po-

verty. " It is the security of property,'* to use the

just and forcible expressions of an able writer, *' that

has overcome the natural aversion of man from labour,

that has given him the empire of the earth, that has

given him a fixed and permanent residence, that has im-

planted in his breast the love of his country and ofpos-

jterity. To enjoy immediately—to enjoy without la-

bour, is the natural inclination of every man. This

inclination must be restrained ; for its obvious tenden-

cy is to arm all those who have nothing against those

who have something. The law which restrains this in-

clination, and which securestothe humblest individual

the quiet enjoyment of the fruits of his industry, is the

most splendid achievement of legislative wisdom—the

noblest triumph ofwhich humanity has to boast."*

* In-iitJiam, Tnulr dc LcnislativH, Toinc II. ]). 37-
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II. Division of Employments among Indivi-

duals.—The division of employments can only he

imperfectly established in rude societies, and thinly-

peopled countries. But in every state of society

—

in the rudest, as well as in the most improved—we

can trace the operation and effects of this principle.

The various talents and propensities with which

men are endowed, fit them for different occupa-

tions ; and a regard to mutual interest and conve-

nience naturally leads them, at a very early period,

to establish a system of barter and a separation of em-

ployments. Each individual finds that he can obtain a

greater quantity of all sorts of commodities by devoting

himself to some particular business, and exchanging his

surplus produce for such parts of the produce of other

people's labour as he may have occasion for and they

maybe disposed to part with, than if he had attempted

directly to produce all the articles which he consumes.

As society advances, the division of employments be-

comes more and more extended. One man becomes

a tanner, or dresser of skins ; another, a shoemaker

;

a third, a weaver ; a fourth, a house-carpenter ; a

fifth, a smith, and so on : and each endeavours to

cultivate and bring to perfection whatever talent or

genius he may possess for the species of industry in

which he is engaged. The wealth and comforts of

all classes are, in consequence, prodigiously augmont-

ed. In a country where the division of labour has

been carried to a considerable extent, agriculturists

are not obliged to spend their time in clumsy at-
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tempts to manufacture their own produce ; and ma-

nufacturers cease to interest themselves about the

raising of corn and the fattening of cattle. The fa-

cility of exchanging is the vivifying principle of in-

dustry. It stimulates agriculturists to adopt the

best system of cultivation and to raise the largest

crops, because it enables them to exchange whatever

portion of the produce of their lands exceeds their

own wants for other commodities contributing to

their comforts and enjoyments ; and it equally sti-

mulates manufacturers and artists to increase the

quantity and to improve the quality of their goods,

that they may thereby be enabled to obtain a great-

er supply of raw produce. A spirit of industry is

thus universally diffused j and that apathy and lan-

guor, which is characteristic of a rude state of society,

entirely disappear.

But it is not the mere facility of exchanging, or

the circumstance of being able to barter the sur-

plus produce of our own labour for such parts of the

surplus produce of other people's labour, as we may

be desirous of obtaining and they may choose to

part with, that renders the separation of employ-

ments of the greatest advantage. The introduction

of barter and the division of labour not only enables

each individual to addict himself in preference to

those departments which suit his taste and disposi-

tion, but it also makes a very large addition to the

eflScacy of his powers, and enables him to produce a

much greater quantity of commodities than he could
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have tlonc had he engaged indiscriminately in dif-

ferent employments. Dr Smith, who has treated

this subject in the most masterly manner, has classed

the circumstances which conspire to increase the pro-

ductive powers of industry, when labour is divided,

under the following heads :

—

First, The increase

of the skill and dexterity of each workman j second^

the saving of time, which is commonly lost in passing

from one employment to another ; and, tliirdy the

circumstance of the division of employments having

a tendency to facilitate the invention of machines and

processes for abridging and saving labour. A few

observations on each of these heads are subjoined.

\sti With respect to the improvemeiit of the skill

and dexterity of the labourer:—It is sufficiently

plain, that when a person's whole attention is devoted

to one branch of business, when all the energies of

his mind and the powers of his body are made to

converge, as it were, to a single point, he must at-

tain to a degree of proficiency in that particular

branch, to which no individual engaged in a variety

of occupations can be expected to reach. A pecu-

liar play of the muscles, or sleight ofhand, is neces-

sary to perfonn the simplest operation in the best

and most expeditious manner ; and this can only be

acquired by habitual and constant practice. Dr Smith

has given a striking example, in the case of the nail-

manufacturer, of the extreme difference between

training a workman to the precise occupation in

which he is to be employed, and training him to a

similar and closely allied occupation. " A common
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smitli," says he, " who, though accustomed to handle

the hammer, has never been used to make nails, if,

upon some particular occasion, he is obliged to at-

tempt it, will scarce, I am assured, be able to make

above two or three hundred nails in a day, and those

very bad ones. A smith who has been accustomed

to make nails, but whose sole or principal business

has not been that of a nailer, can seldom, with his

utmost diligence, make more than eight hundred or

a thousand nails in a day. But I have seen several

boys under twenty years of age, who had never ex-

ercised any other trade but that of making nails,

who, when they exerted themselves, could make,

each of them, upwards of two tJiousand three hun-

dred nails in a dai/ ;"'^' or nearly three times the

number of the smith who had been accustomed to

make them, but who was not entirely devoted to that

particular business !

2d/, The effect of the division of labour in prevent-

ing that xvaste of time i?i moving Jrom one emploi/-

ment to cmother, which must always take place when

an individual is engaged in different occupations, is

even more obvious than the advantage derived from

the improvement of the skill and dexterity of the la-

bourer. When the same individual carries on differ-

ent employments, in different and perhaps distant

places, and with different sets of tools, it is plainly

impossible he can avoid losing a considerable portion

* Wro/l/i ofNntknn, I. p. 12.

1
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of time in passing between them. If the different

businesses in which a labourer is to be engaged could

be carried on in the same worksliop, the loss of time

would be less, but even in that case it would be con-

siderable. " A man," as Dr Smith has justly ob-
|

served, " commonly saunters a little in changing

from one business to another. When he first beg-ins

his work, he is seldom keen or hearty ; his mind is

said not to go along with it, and for some time he'

rather trifles than applies himself in good earnest.

The habit of sauntering and of indolent and careless

application, which is naturally, or rather necessarily

acquired by every country workman, who is obliged

to change his work and his tools every half hour, and

to apply his hand in working different wiiys almost

every day of his life, renders him almost always

slothful and lazy, and incapable of any vigorous ap-

plication, even on the most pressing occasion. In-

dependent, therefore, of his deficiency in point of

dexterity, this cause alone must always reduce consi-

derably the quantity of work which he is capable of

performing.*

3flf, With regard to the effect of the division of

employments in facilitating the invention of ma-

chines^ and processesfor abridging and saving la-

how\ it is obvious that those engaged in any branch

of industry must be more likely to discover easier

and readier methods for carrying it on, when the

* JVcalf// of Nation s, I. p. 1-1.
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whole attention of their minds is devoted exchisively

to it, than if it were dissipated among a variety of

objects. But it is a mistake to suppose, as has been

sometimes done, that it is the inventive genius of

workmen and artificers only that is whetted and im-

proved by the division of labour. As society ad-

vances, the study of particular branches of science,

and of philosophy, becomes the principal or sole

occupation of the most ingenious men. Cliemistiy

becomes a distinct science from natural philosophy

;

the physical astronomer separates himself from the

astronomical observer, the political economist from

the politician, and each meditating exclusively, or

principally, on his peculiar department of science,

attains to a degree of proficiency and expertness in it

to which the general scholar seldom or never reaches.

And hence, in labouring to promote our own ends,

we all necessarily adopt that precise course which

is most advantageous to all. Like the different parts

of a well-constructed engine, the inhabitants of a ci-

vilized country are all mutually dependant on, and

connected with each other. Without any previous

concert, and obeying only the powerful and steady

impulse of self-interest, they universally conspire to

the same great end ; and contribute, each in his

respective sphere, to furnish the greatest possible

supply of necessaries, luxuries, conveniences, and en-

joyments.

But it is necessary to observe, that the advantages

derived from the division of labour, though they may

be, and in fact arc, partially enjoyed in every coun-
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try and state of society, can only be carried to their

full extent, where there is a great power of exchang-

ing, or an extensive market There are an infinite

variety of employments which cannot be separately

carried on out of the precincts of a large city ; and,

in all cases, the division becomes more perfect, ac-

cording as the demand for the produce is extend-

ed. It is stated by Dr Smith that ten labourers

employed in different departments in a pin ma-

nufactory can produce 48,000 pins a day ; but it

is evident that if the demand was not sufficient-

ly extensive to take off this quantity, ten men

could not be constantly employed in the pin-making

business ; and the division of employments could

not, of course, be carried so far. The same prin-

ciple holds universally. A cotton mill could not be

constructed in a small country which had no inter-

course with its neigbours. The demand and com-

petition of Europe and America have been necessary

to carry the manufactures of Glasgow, Manchester,

and Birmingham, to their present state of improve-

ment.

The effect of the division of labour in increas-

ing the quantity and perfection of the products of

industry had been noticed by several of the writers

who preceded Dr Smith, and especially by Mr Har-

ris and M. Turgot. But neither of these writers

did what Dr Smith has done. None of them has

fully traced its operation, or shown that the power of

engaging in different employments depends on the
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power of ejcchanging ; and that, consequently, the

advantages derived from the division of labour are

necessarily dependent upon, and regulated by, the

extent of the market. This is a principle of very

great importance, and by establishing it Dr Smith

shed a new light on the whole science, and laid the

foundation of many important practical conclusions.

" Presentee de cette maniere," says M. Storch,

" ridee de la division du travail etoit absolument

neuve ; et I'efFet qu'elle a fait sur les contemporains

de Smith, prouve bien qu'elle Petait reellement pour

eux. Telle qu'elle se trouve indiquee dans les pas-

sages que je viens de citer, elle n'a fait aucune im-

pression. Developpce par Smith, cette idee a d'abord

saisi tons ses lecteurs ; tons en ont senti la verite et

I'importance ; et cela sulit pour lui en assurer tout

rhonneur, lors meme que son genie eut ete guide par

les indications de ses devanciers." *

III. Accumulation and Employment of Capi-

tal.—The capital of a country may be defined to be

that jmrtion of the produce of industri) existing in

it, which can he made birectly available^ either to

the support of human existence, or to the facili-

tating of production. This definition differs from

that given by Dr Smith, and which has been adopted

by most othei' economists. The whole produce of

industry belonging to a country is said to form its

stock ; and its capital is supposed to consist of that

Tome IV. p. \).
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portion only of its stock which is employed in the

view of producing some species of commodities : The
other portion of the stock of a country, or that which

is employed to maintain its inhabitants, without any

immediate view to production, has been denominated

its revenue, and is not supposed to contribute any

thing to the increase of its wealth. These distinc-

tions seem to rest on no good foundation. Portions

of stock employed without any immediate view to pro-

duction are often by far the most productive. The
stock, for example, that Arkwright and Watt em-

ployed in their own consumption, and without which

they could not have subsisted, was laid out as re-

venue ; and yet it is quite certain that it contributed

infinitely more to increase their own wealth, as well

as that of the country, than any equal quantity

of stock expended on the artisans in their service.

It is always extremely difficult to say when any

portion of stock is, or is not, productively employed
;

and any definition of capital which involves the de-

termination of this point, can serve only to embarrass

and obscure a subject that is otherwise abundantly

simple. In our view of the matter, it is enough to

constitute an article capital, if it can either directly

contribute to the support of man, or assist him in

appropriating or producing commodities. It may

not, it is true, be employed for either of these pur-

poses
J
but the question with respect to the mode of

employing an article ought certainly to be held to

be, what it obviously is, perfectly distinct from the

question, whether that article is capital. For, any
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thing that we can a priori know to the contrary, a

horse yoked to a gentleman's coach may be just as pro-

ductively employed as if he were yoked to a brewer's

dray ; though it is quite plain that, whatever differ-

ence may really obtain in the two cases, the identity

of the horse is not affected—he is equally possessed,

in the one case as in the other, of the capacity to as-

sist in production ; and, so long as he possesses that

capacity, he ought to be viewed, independently of all

other considerations, as a portion of the capital of

the country.

It is evident, on the slightest reflection, that the

possession and employment of capital are indispensa-

ble to the successful prosecution of almost every spe-

cies of industry. Without it no sort of labour could

be undertaken which did not promise an almost im-

mediate return, and which might not be carried on

by the hand only. Capital comprises all the food and

other articles applicable to the subsistence of man,

and it also comprises all the lower animals, and all

the instruments and machines, which either are or

may be made to assist in production. The former

species has been denominated circulating^ the latter

fixed capital. Now, it is quite obvious, that it is by

the amount of the circulating capital of a country, or

of the food and other articles applicable to the sub-

sistence of man, in its possession at any given period,

that its power to support population must be measur-

ed ; and it is also obvious, .that the productiveness of

its industry must very much depend on the efficacy of

the fixed capital, or of the tools and engines used in

facilitating production. The possession and employ-
1

1
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ment of both these descriptions of capital are equally

essential j and it is only by their conjoined operation

that wealth can be largely produced, and univer-

sally diffused. An agriculturist might have an am»

pie supply of carts and ploughs, of oxen and horses,

and generally of all the instruments and animals

used in his department of industry, but if he were

destitute of circulating capital, or of food and clothes,

he would not be able to avail himself of their assis-

tance, and instead of tiUing the ground, would have

to resort immediately to some species of appropriative

industry : And, on the other hand, supposing the

agriculturist to be abundantly supplied with provi-

sions, what could he do without the assistance

of fia:ed capital or tools ? What could the most

skilful husbandman perform if he were deprived of

his spade and his plough ?—a weaver if he were de-

prived of his loom ?—a carpenter if he were depriv-

ed of his saw, his hatchet, and his planes ?

The division of labour is a consequence of the pre-

vious accumulation of capital. Before labour can be

divided, " a stock of goods of different kinds must

be stored up somewhere, sufl&cient to maintain the

labourer, and to supply him with the materials and

tools for carrying on his work. A weaver, for exam-

ple, could not apply himself entirely to his peculiar

business, unless there was beforehand stored up some-

where, either in his own possession, or in that ofsome

other person, a stock sufficient for his maintenance,

and for supplying him with the materials and imple-

ments required to carry on his work, till he has not



96 ACCUMULATION AND

only completed but sold his web. This accumula-

tion must evidently be previous to his applying him-

self" for so long a time to a peculiar business." *

As the accumulation of capital must have preced-

ed the division of labour, so its subsequent division

can only be extended as capital is more and more ac-

cumulated. Accumulation and division act and re-

act on each other. The quantity of raw materials

which the same number of people can work up in-

creases in a great proportion, as labour comes to be

more and more subdivided j and acccording as the

operations of each workman are reduced to a greater

degree of identity and simplicity, he has, as already

explained, a greater chance of discovering machines

and processes for facilitating and abridging his labour.

The quantity of industry, therefore, not only increas-

es in every country with the increase of the stock or

capital which sets it in motion ; but, in consequence

of this increase, the division of labour becomes ex-

tended, new and more powerful implements and ma-

chines are invented, and the same quantity of labour

is thus made to produce an infinitely greater quanti-

ty of commodities.

Besides enabling labour to be divided, capital con-

tributes to facilitate labour, and produce wealth in

the three following ways :

First.—It enables us to execute work that could

not be executed, or to produce commodities that

could not be produced without it.

• Uiallh ofNahons, Yu\. I. p. 408.
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Second—It saves labour in the production of al-

most every species of commodities.

Third—It enables us to execute work better, as

well as more expeditiously.

With regard to the first of these modes in which
we are benefited by the employment of capital, or to

the circumstance of its enabling us to produce com-

modities that could not be produced without it, it is

plain, as ah-eady observed, that the production of all

such commodities as require a considerable period for

their completion, could not be attempted unless a

stock of circulating capital, or of food and clothes

sufficient for the maintenance of the labourer while

employed on them, was previously provided. But

the employment of fixed is frequently as neces-

sary to the production of commodities as the em-

ployment of circulating capital. It would, for ex-

ample, be quite impossible to produce a pair of stock-

ings without the aid of wires ; and, although the

ground might be cultivated without the aid of a

plough, it could not be cultivated without the aid of

a spade or a hoe. If we run over the vast catalogue

of the various arts practised in a highly polished and

civilized country, it will be found that there are very

few that can be carried on by the mere employment

of the fingers, or rude tools with which man is fur-

nished by nature. It is almost always necessary to

provide ourselves with the results of previous industry,

and to strengthen our feeble hands by arming them, if

we may so speak, " with the force of all the elements.'*

In the second place, the employment of capital

6
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not only enables us to produce many species of com-

modities that never could have been produced with-

out its co-operation, but it also enables us to save la-

how in the productmi of many others, and, by

lowering their price, brings them within the reach

of a far greater number of consumers. We have

been so long accustomed to make use of the produc-

tive services of the most powerful machines, that it

requires a considerable effort of abstraction to ren-

der ourselves fully aware of the advantages we

derive from them. But if we compare the state

of the arts practised alike by civilized man and the

savage, we cannot fail to be convinced that it is to

the employment of fixed capital that we owe a very

large proportion of our superior comforts and enjoy-

ments. Consider the advantages which man has de-

rived from the employment of the lower animals,

which, in an economical point of view, are to be re-

garded only as machines ! Consider the advantages

that have been derived from the formation of roads,

bridges, harbours, and canals—the effect they have

had in facilitating the conveyance of commodities,

and consequently in distributing them most advan-

tageously, and in reducing their price to the con-

sumer ! Consider the advantages that have been de-

rived from the construction of ships, and the im-

provement of navigation !—But it is in vain to at-

tempt even to glance at the numberless benefits

which the employment of fixed capital has conferred

on society, by cheapening and multiplying neces-

saries, conveniencics, and luxuries. It is by its

4
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means that our fields are cultivated, our houses con-

structed, our clothes manufactured, our ships built,

and the treasures of knowledge and of art transport-

ed from one hemisphere to another ! If we consult

the history of the human race—if we trace their

slow and gradual advancement from barbarism to

refinement, we shall be convinced that their progress

from their lowest and most abject, to their highest

and most polished state, has been always accompa-

nied, and chiefly promoted, by the accumulation of

fresh capital, and the invention and improvement of

tools and engines.

The third advantage derived from the employ-

ment of capital consists in the circumstance of its

enabling us to execute work better, as well as more

expeditiously, than it could be done without it. Cot-

ton, for example, might be spun by the hand ; but

the admirable machinery invented by Hargreaves,

Arkwright, and others, besides enabling us to spin

an hundred or a thousand times as great a quan-

tity of yarn as could be spun by means of a com-

mon spindle, has also improved its quality, and

given it a degree of fineness, and of evenness, or

equality, in its parts, which was never previously at-

tained. It would require a painter months, or it

might be years, to paint with a brush the cottons, or

printed cloths used in the hanging of a single room
;

and it would be very difficult, if not impossible, for

the best artist to give the same perfect identity to his

figures that is given to them by the admirable ma-

chinery now in use for that purpose. Not to men-
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tioii the other ami more important advantages of

which the invention of moveable types and printing

has been productive, it is certain that the most per-

fect manuscript — one on which years of patient and

irksome labour have been expended—is unable, in

point of delicacy and correctness, to match a well

printed work, executed in the hundredth part of the

time, and at a hundredth part of the expence re-

quired to copy the manuscript. The great foreign

demand for English manufactured goods results no

less from the superiority of their manufacture, than

from their greater cheapness j and for both these ad-

vantages we are principally indebted to the excel-

lence of our machinery.

There are other considerations which equally il-

lustrate the extreme importance of the accumulation

and employment of capital. The produce of the la-

bour of a nation cannot be increased otherwise than

by an increase in the number of its labourers, or in

their productive powers. But without an increase of

capital it is in most cases impossible to employ another

workman with advantage. If the food and clothes des-

tined for the support of the labourers, and the tools

and machines with which they are to operate, be all re-

quired for the maintenance and efficient employment

of those already in existence, there can be no addi-

tional demand for others. In such circumstances,

the rate of wages cannot rise ; and if the number of

inhabitants are increased, they must be worse pro-

vided for. Neither is it at all probable that the pro-

ductive powers of the labourer should be augmented,
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without a previous increase of capital. It is only by

the better education and training of workmen, by the

greater subdivision of their employments, or by an

improvement of machinery, that their productive

powers can ever be materially increased ; and in al-

most all these cases, additional capital is required.

It is only by its means that workmen can be better

trained, or that the undertaker of any work can either

provide them with better machinery, or make a more

proper distribution of labour among them. When the

work to be done consists of a number of parts, to

keep every man constantly employed in one parti-

cular part, requires a much larger stock than when

every man is occasionally employed in every different

part of the work. " When,*' says Dr Smith, ' we

compare the state of a nation at two different periods,

and find that the annual produce of its land and la-

bour is greater at the latter than at the former, that

its lands are better cultivated, its manufactures more

numerous and more flourishing, and its trade more

extensive, we may be assured that its capital must

have increased during the interval between these

two periods, and that more must have been added to

it by the good conduct of some, than had been taken

from it, either by the private misconduct of others,

or by the public extravagance of the government." *

It is, therefore, apparent, that no country can ever

reach the stationary state, so long as she continues

to accumulate additional capital. While she does

Wealth of Nations, Vol. II. p. 23.
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this, she will always have a constantly increasing de-

mand for labour, and will be constantly augmenting

the mass of necessaries, luxuries, and conveniencies,

and, consequently, also, the numbers of her people.

But with every diminution of the rate at which ca-

pital had been preivously accumulating, the demand

for labour will decline. When no additions are

made to capital, no more labour will be, or, at least,

can be advantageously employed. And should the

national capital be diminished, the condition of the

great body of the people would be greatly deterio-

rated ; the wages of labour would be reduced, and

pauperism, with its attendant train of vice, misery,

and crime, would spread its ravages throughout the

largest portion of society.

Having thus endeavoured to show what capital is,

the importance of its employment, and the manner

in which it operates to facilitate production, we shall

proceed to explain the circumstances most favourable

for its accumulation.

Capital of all descriptions is nothing more, as for-

merly observed, than the accumulated, or hoarded

produce of previous industry. When a savage kills

more game in a day than is required for his own con-

sumption, he preserves the surplus either in the view

of consuming it directly himself, on some future oc-

casion, or of exchanging it with his fellow savages

for some article belonging to them. Now, this sur-

plus is capital ; and it is from such small beginnings

as this that all the accumulated riches of the world

have taken their rise. Jt is evident, therefore, inas-

much as capital consists of the excess of the products
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applicable either to the support of human existence,

or to the facilitating of production, obtained in a

given period over those consumed in the same pe-

riod, that the means of amassing cajntal will be

greatest^ where the productiveness of industry is

greatest ; or, in other words, where the net profits

of stock, or the profits accruing to the capitalists who

engage in industrious undertakings, after every inci-

dental expence is deducted, are greatest. The man

who can produce a bushel of wheat in three days has

it plainly in his power to accumulate twice as much

as the man who, either from a deficiency of ^kiil, or

from his being obliged to cultivate a bad soil, is

forced to labour si:v days to produce the same quan-

tity ; and the capitalist who can invest stock so as

to yield him a profit of ten per cent, has it equally

in his power to accumulate twice as fast as the capi-

talist who can only obtain five per cent, for his stock. *

It is true that high profits only give the means of

amassing capital—that, if men had always lived up to

their inco7nes, tliat is, if they had always consumed

the whole produce of their industry in the gratifi-

cation of their immediate wants, or desires, there

could have been no such thing as capital in the

world. But such is the wise arrangement of nature,

that while high profits afford greater means of saving,

they give additional force to the parsimonious prin-

* This is in reality understated. It is plain^ inasmuch as

both parties must live on their profits, that those who gain

double could accumulate more than twice as fast as the others.
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ciple. Economy is in no respect different from the

other virtues ; and it would be unreasonable to expect

that it should be strongly manifested, where it does

not bring along with it a corresponding reward. Be-

fore a man can accumulate, he must live : and if the

sum that remains to him, after his necessary expences

are deducted, be but small and trifling, the probability

is, that he will rather choose to consume it imme-

diately, than to hoard it up in the expectation, that,

by the addition of farther savings, it may, at some

future and very distant period, become the means of

making a small addition to his income. But, where-

ever profits are high, there is a proportionally great

power of accumulation ; and we deny ourselves im-

mediate gratifications, because we have a certain

prospect that, by doing so, we shall speedily at-

tain to a state of comparative affluence, and that our

means of obtaining an increased supply of convenien-

ces and luxuries will in the end be greatly increas-

ed by our present forbearance. Give to any people

the power of accumulating, and we may depend up-

on it they will not be disinclined to use it effective-

ly. If we examine the state of the different coun-

tries of the world, we shall find that the power of ac-

cumulation, or, which is the same thing, the rate of

profit, is always greatest in those countries which are

mostly rapidly augmenting their wealth and popula-

tion, and conversely. In the United States, for ex-

ample, the rate of profit is twice as high as in Great

Britain or France ; and it is to this that the more

rapid accumulation of capital in that Republic, and.
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consequently, her more rapid advancement in wealth

and population, is wholly to be ascribed. The de-

sire of adding to our fortune, and improving our

condition in society, is inherent in the human con-

stitution, and is the fundamental principle—the

causa causans of all the improvements that have

ever been made. No instance can be produced of

any people having ever missed an opportunity to

amass. Wherever the bulk of the citizens have had

the power of adding to their stock, they have never

failed to do so, and the wealth and population of the

society have been continually augmented.

Perhaps it will be said, in opposition to these

principles, that the rate of profit is high in Eastern

countries, and that they are, notwithstanding, either

retrograding, or advancing only by very slow de-

grees. It may be doubted, however, whether the rate

of profit is really higher in Eastern countries than in

Europe. That the rate of interest there is higher,

is certain ; but that is a consequence of the hazard

to which the principal is exposed because of the pre-

judices against usury, and the vicious and defective

system of government. * It is not meant, however,

to affirm, that great productiveness of industry, or a

* All taking of interest is prohibited by the Coran ; and it

is for this very reason, that it is so much higher in the East.

L'usure," says Montesquieu, " augmente dans les pays ]\Ia-

hometans a proportion de la severilc dc la defense. Le pro-

teur s'indemnise du peril de la contravention.'

—

{Esprit des

Loix, liv. 21. cap. 19.)
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high rate of profit is necessarily, and in every in-

stance, accompanied by a great degree of prosperity.

Countries with every imaginable capability for the

profitable employment of industry and stock, may

have the misfortune to be subjected to an arbitrary

government, which does not respect the right of

property ; and the insecurity resulting from this cir-

cumstance, may be of itself sufficient to paralyse all

the exertions of those who are otherwise placed in

the most favourable situation for the accumulation of

capital and wealth. But I have no hesitation about

laying it down as a principle which holds in every

case, and from which there is really no excep-

tion, that if the governments of any two or more

countries heaboutequally tolerantandliberaly andpro-

perlyineach equally uellprotected andsecured, their

comparative prosperity will be in proportion to the

rate ofprofit ifi each. Wherever profits are high, ca-

pital is rapidlyaugmented, and there is a proportionally

rapid increase of wealth and population ; but, on the

other hand, wherever profits are low, the means ofem-

ployingadditional labourare proportionally limited, and

the progress of society rendered so much the slower.

It is not, therefore, by the absolute amount of its

capital, but by its power of employing that capital

with advantage—a power which will be always cor-

rectly measured by the common and average rate of

profit—that the capacity of any country to increase

in wealth and population is to be estimated. Before

the laws regulating the rate of profit and the increase

of capital had been thoroughly investigated, the
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great wealth and commercial prosperity of Holland,

where profits, from 1650 downwards, were compara-

tively low, were considered by Sir Josiah Child, and

many later writers on economical subjects, as the na-

tural result, and were consequently regarded by

them as a convincing proof, of the superior advantag-

es of low profits and interest. But this was really,

as will be afterwards shown, mistaking the effect

of heavy taxation for the cause of icealth ! A
country, whose average rate of profit is considerably

less than the average rate of profit in surrounding

countries, may, notwithstanding, abound in wealth,

and be possessed of immense capital ; but it is the

height of error to suppose, that this lowness of pro-

fits could have facilitated their accumulation. The

truth is, that the low rate of profit in Holland du-

ring the 18th century, was at once a cause and a

symptom of her decline. Sir William Temple, in

his Observations on the Netherlands, written about

1670, mentions, that the trade of Holland had then

passed its zenith ; and it is certain, that the vast ca-

pitals of the Dutch merchants had been principally

amassed previously to the wars in which the Repub-

lic was engaged with Cromwell, Charles II., and

Louis XIV., when the rate of profit was much high-

er than at any subsequent period.

But without referring to the case either of Ame-

rica, or Holland, or any other country, the smallest

reflection on the motives which induce men to ensaixe

in any branch of industry, is sufficient to show that

the advantages derived from it must be always direct-
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ly as the rate ofprofit. What is the object which every

mail has in view when he employs either his capital

or his personal powers in any industrious undertak-

ing ? Is it not to gain the greatest possible amount

of profit on liis capital, or the greatest possible re-

ward for his labour ? One branch of industry is said

to be advantageous, for the single and sufficient rea-

son that it yields a comparatively large profit •, and

another is, with equal propriety, said to be disadvan-

tageous, because it yields a comparatively small pro-

fit. It is always to this standard—to the high or

low rate of profit which they yield—that every indi-

vidual refers in judging of the comparative benefits

of different undertakings ;—and what is true of indi-

viduals, must be true of States.

No certain conclusion respecting the prosperity of

any country can ever be drawn from considering the

amount of its commerce or its revenue, or the state

of its agriculture or its manufactures. Every branch

of industry is liable to be affected by secondary or ac-

cidental causes. They are always in a state of flux

or reflux ; and some of them are frequently seen to

flourish when others are very much depressed. Ihe

AVERAGE RATE OF PROFIT is the real barometer—the

true and infallible criterion of national prosperity.

A rise of profits is the effect of industry having be-

come more productive ; and it shows that the power

of the society to amass capital, and to add to its

wealth and population, has been increased, and its

progress accelerated : A fall of profits, on the con-

trary, is the effect of industry having become less pro-
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ductive, and shows that the power to amass capital

has been dimmished, and that the progress of the so-

ciety has been clogged and impeded. However much

a particular, and it may be an important branch of in-

dustry, is depressed, still, if the average rate of pro-

fit is high, we may be assured the particular depres-

sion cannot continue, and that the condition of the

country is really prosperous. On the other hand,

though there should be no distress in any one branch

—though agriculture, manufactures, and commerce,

should be carried to a greater extent than they have

ever been carried before—though a nation should

have numerous, powerful, and well-appointed armies

and fleets, and though the style of living among

the higher classes should be more than ordinarily

sumptuous,—still, if the rate of profit has become

cumparativelj/ low, we may confidently affirm, that

the condition of such a nation, however prosper-

ous in appearance, is bad and unsound at bottom ;

that the plague of poverty is secretly creeping on the

mass of her citizens ; that the foundations of her

power and greatness have been shaken ; and that her

decline may be confidently anticipated, unless mea-

sures can be devised for relieving the pressure on the

national resources, by adding to the productiveness

of industry, and, consequently, to the rate of profit.

It has been wisely ordered, that tlie principle which

prompts men to save and amass should be as powerful

as it is advantageous. " With regard to profusion,"

says Dr Smith, *' the principle which prompts to ex-

pence is the desire of present enjoyment; which,
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though sometimes violent, and very difficult to be re-

strained, is in general only momentary and occasional.

But the principle which prompts to save is the de-

sire of bettering our condition ; a desire which, though

generally calm and dispassionate, comes with us from

the womb, and never leaves us till we go into the

grave. In the whole interval which separates these

two moments, there is scarce, perhaps, a single

instance in which any man is so perfectly and com-

pletely satisfied with his situation as to be without

any wish of alteration or improvement of any kind.

An augmentation of fortune is the means by which

the greater part of men propose and wish to better

their condition. It is the means the most vulgar

and the most obvious 5 and the most likely way of

augmenting their fortune is to save and accumulate

some part of what they acquire, either regularly and

annually, or upon some extraordinary occasions.

Though the principle of expence, therefore, prevails

in almost all men upon some occasions, yet in the

greater part of men, taking the whole course of their

life at an average, the principle of frugality not only

predominates, but predominates very greatly." *

It is this principle which carries society forward.

The spirit of parsimony, and the efforts which the

frugal and industrious classes make to improve their

condition, in most instances balance not only the

profusion of individuals, but also the more wasteful

profusion and extravagance of governments. The

U'raUh nl Nal'wtis, Yn\. II. p. 10.
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spirit of economy has been happily compared by

Smith to the unknown principle ofanimal life—the vis

mecUcatrix naturce^—which frequently restores health

and vigour to the constitution, in spite both of dis-

ease and of the absurd prescriptions of the physician.

But, however great the capacity of the principle of

accumulation to repair the waste of capital, we must

not fall into the error of supposing, as many have

done, that its operation is promoted by profuse pub-

lic expenditure. It is obvious that the more govern-

ment spends, the less must remain for individuals to

save. Necessity may compel a man to exert himself

to pay heavy taxes ; but it is choice^ and not neces-

sity, which makes him withdraw a portion of the pro-

duce of his industry from immediate consumption,

and hoard it up. This distinction must be kept

constantly in view. It cannot be denied that

necessity forces farmers and manufacturers to sell

a portion of their produce to pay the taxes to

which they are subjected ; but when these taxes

are paid, government is satisfied; and it is plainly

their own free option—their desire to improve their

condition, and to rise higher in the world, and not

compulsion, that induces them to accumulate anolhev

portion of their produce as capital. Those who con-

tinue to accumulate, after the share of the produce of

their labour taken from them bygovernment has been

increased, would evidently have had greater wi^«?Z5 of

accumulation, had that share not been increased, or in-

creased in a less proportion. But accumulation, like the

other passions, increases as the means of gratifying it
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increase. In point oC fact, the greatest accumulations

are invariably made where there is the greatest power

to make them. There are no internal taxes in Ame-

rica ; she is possessed of vast tracts of fertile and un-

cultivated soil ; and industry is, in consequence, ex-

tremely productive. And, conformably to what has

now been stated, America doubles her capital and

population every iive-and-twenty years, and is advan-

cing in the career of wealth and civilization with a

rapidity unknown in any other country.

Ambition to rise is the animating principle of so-

ciety. Instead of remaining satisfied with the con-

dition of their fathers, the great object of mankind in

every age has been to rise above it—to elevate them-

selves in the scale of wealth. To continue stationary,

or to retrograde, is not natural to society. Man from

youtli grows to manhood, then decays and dies ; but

such is not the destiny of nations. The arts, scien-

ces, and capital of one generation become the patri-

mony of that which succeeds them, and in their

hands are improved and augmented, and rendered

more povverlul and efficient j so that, if not counter-

acted by the want of security, or by other adventiti-

ous causes, the principle of improvement would al-

ways operate, and would secure the constant advance-

ment of nations in wealth and population.

It is to this same principle that we owe the disco-

very and improvement of machinery. Mankind have,

in every stage of society, endeavoured to increase

their productive powers, and to improve their condi-

tion, by availing themselves of the assistance of na-
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tiiral agents, and making them contribute to the per-

formance of tasks which must otherwise have been

performed by the hand only. The savage avails

himself of the aid of a club and a sling to facilitate

the acquisition of game, and abridge hi-s labour j and

the same principle which prompted him to resort to

and construct these rude instruments, never ceases to

operate. It is always pi'oducing some new improve-

ment ; and in an advanced and refined period, gives

us ships for canoes, muskets for slings, steam-engines

for clubs, and cotton-mills for distaffs. " The hand

of man,** says Colonel Torrens, " is not armed with

any efficient natural instrument, such as the beak of

the bird, or the claw of the quadruped, for operating

directly upon the materials presented to him ; but it

is admirably adapted for receiving and applying ar-

tificial implements, and for employing the powers of

one substance to produce the desired changes in an-

other. Hence almost all the grand results in manu-

facturing industry are brought about by means of ca-

pital. Throughout the world there are no very

striking inequalities in the muscular force by which

direct labour is performed ; and it is mainly owing to

the differences in the quantity of capital, and in the

skill with which it is applied, that in one country man

is found naked and destitute, and that in another all

the rude productions of the earth, and all the forces

of nature, are made to contribute to his comfort, and

to augment his power.'* *

On the Production of Wealth, p. 89.

H
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A great effect has sometimes been ascribed to cre-

dit in the production of wealth ; but this is a mistake.

It is capital and not credit that produces. Credit is

nothing more than the borrowing and lending of ca-

pital ; and nations, or individuals, are said to be in

high or low credit according to the greater or less fa-

cility they possess of obtaining loans. The advan-

tage of credit consists in its tendency to distribute ca-

pital in the best manner. It enables those who have

capitals, and who do not choose to superintend their

employment, to lend them to those who are desirous

to obtain them. The state of credit, in any country,

is always directly as the amount of its capital, and the

freedom to dispose of it with security. Where there

is no capital there can be no credit ; and any obstruc-

tion given to borrowers and lenders in adjusting the

terms of loans, or any disinclination on the part of go-

vernment to give full effect to these terms, has a cer-

tain and obvious tendency to diminish credit. * But,

whatever may be the state of credit in any country,

it is still true that it is by the amount of its capital,

and by its capacity of employing such capital with ad-

vantage, that its means of supporting population, and

of producing wealth, must always be estimated.

However extended the sense previously attach-

ed to the term capital may at first sight appear, I

* For an examination of the policy of tlie restraints on the

interest of loans, see Blr Bentham's celebrated Defence of

Vstdij, and the Art. Intekest in the Supplement fo f/ie F.n~

rjjdopevdia Br iIan n ica.
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am satisfied that it ought to be interpreted still more

comprehensively. Instead of understanding by ca-

pital all that portion of the produce of industry ex-

trinsic to man, which may be made applicable to his

support, and to the facilitating of production, there

does not seem to be any good reason why man him-

self should not, and very many why he should, be con-

sidered as forming a part of the national capital. Man
is as much the produce of labour as any of the ma-

chines constructed by his agency ; and it appears to

us that in all economical investigations he ought to

be considered in precisely the same point of view.

Every individual who has arrived at maturity, though

he may not happen to be instructed in any particular

art or profession, may, with perfect propriety, be

viewed as a machine which it has cost twenty years of

assiduous attention, and the expenditure of a consider-

able capital to construct. And if a farther sum has i

been laid out in educating or qualifying him for the 3

exercise of a business or profession requiring unusual
\

skill, his value will be proportionally increased, and
|

he will be entitled to a greater reward for his exer-

tions—just as a machine becomes more valuable when

new powers are given to it by the expenditure of ad-

ditional capital or labour in its construction.

Dr Smith has fully admitted the justice of this

principle, though he has not reasoned consistently

from it. He states, that the acquired and useful ta-

lents of all the inhabitants and members of the so-

ciety ought to be considered as forming a portion of

the national capital. " The acquisition of such ta-
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lents," he justly observes, " during the education,

study, or apprenticeship of the acquirer, always

costs a real expence, which is a capital fixed and re-

alized as it were in his person. Those talents, as they

make a part of his fortune, so do they likewise of that

of the society to which he belongs. The improved

dexterity of a workman may be considered in the

same light as a machine or instrument of trade, which

facilitates and abridges labour, and which, though it

costs a certain expence, repays that expence with a

profit." *

Instead, then, of being entirely overlooked, as is

most frequently the case, the dexterity, skill, and in-

telligence of the mass of its inhabitants ought to be

most particularly attended to in estimating the capital

and productive capacities of a country. Much stress

is uniformly and justly laid on the comparative power

and efficacy of the machines which man has construct-

ed to assist him in his undertakings ; but man is him-

self the most important of all machines, and every ad-

dition made to his skill and dexterity is an acquisition

of the utmost consequence. The discrepancies that

actually obtain in the physical organization and ca-

pacities of the various races of men are comparatively

trifling. And yet, how vast is the difference, in an

economical point of view, between an American In-

dian or an African, and an Englishman or a French-

man ! The former, ignorant and uninstructed, is

poor and miserable though placed in countries bless-

* Vol. I. p 417
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ed with a soil of exhaustless fertility and a genial

climate :—the latter, intelligent and educated, is

wealthy, prosperous, and happy, though placed under

comparatively unfavourable circumstances. Lord Ba-

con's aphorism, that knowledge is powei\ is true as

well in a physical as in a moral sense. It not only

enables individuals to obtain an ascendancy over their

less instructed neighbours, but it makes immeasurable

additions to their productive capacities. An ignor-

ant and uneducated people would, though possessing

all the materials and all the powers necessary for the

production of wealth, be sunk in poverty and barbar-

ism. And until their mental powers had begun to

expand, and they had been taught to exercise the

empire of mind over matter, the avenues to improve-

ment would be shut against them, and they would nei-

ther have the power nor the wish to emerge from

their low and degraded condition.

It has been said, and truly, that it was the rapid

growth and extension of the cotton manufacture

that bore us triumphantly through the late dreadful

contest, and gave us wealth and power sufl&cient to

overcome the combined force of almost all Europe,

though wielded by a chief of the most consummate

talent. But, what is the cotton manufacture ? Is it

not wholly the result of the discoveries and inven-

tions of Hargreaves, Arkwright, and Watt ? It

was their sagacity that discovered and explored this

mighty channel for the profitable employment of

millions upon millions of capital, and of thousands

upon thousands of workmen j so that all the various
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and innumerable benefits and advantages we have

derived from it, are to be ascribed to them as to

their original authors and inventors.

To those who are impressed with a conviction of

the truth of the principles thus briefly stated—who

are duly sensible of the vast importance of science

to the advancement of nations in prosperity and ci-

vilization, nothing can afford a higher gratification

than the progress that has of late years been made in

diffusing instruction among the great mass of the

community. The discoveries of Bell and Lancaster,

and the schools founded on their principles, have

had the most powerful influence in spreading a know-

ledge of the elementary branches of instruction

among the poorer classes of the people : while the

Mechanics' Institutions that are now forming in the

metropolis, and in the different great towns of the

empire, will give the labouring part of the population

an opportunity to perfect themselves in their respect-

ive arts, by making them acquainted with the principles

on which they depend, and from the better application

of which every new improvement must be derived.

It is impossible to form any accurate estimate of the

beneficial influence of this general instruction on the

future fortunes of the empire ; but it is abundantly

certain that it must be very great. More discoveries

will be made, according to the degree in which more

individuals are placed in a situation to make them.

And it is neither impossible, nor at all improbable,

that the lustre which now attaches to the names of

Arkvvright and Watt may be dimmed, though it
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can never be wholly effaced, by the more numerous,

and, it may be, more huportant discoveries that will,

at no distant period, be made by those who would

have passed from the cradle to the tomb in the

same obscure and beaten track that had been trod

by their unambitious ancestors, had not the educa-

tion now so generally diffused, served to elicit and

ripen the seeds of genius implanted in them for the

general advantage of mankind.

IV. Division of employments among differ-

ent COUNTRIES, OR COMMERCE.—Bcsidcs that sort

of division of labour which enables each individual

in a limited society to confine himself to a particular

employment, there is another and most important

branch of the division of labour, which not only en-

ables particular individuals, but the inhabitants of

entire districts, and even nations, to addict them-

selves, in preference, to certain branches of industry.

It is on this territorial division of labour^ as it has

been appropriately termed by Colonel Torrens, that

the commerce which is carried on between different

districts of the same country, and between different

countries, is founded. The vai'ious soils, climates,

and capacities of production, possessed by the dif-

ferent districts of an extensive country, fit them

for being appropriated in preference to certain spe-

cies of industry. A district where coal is abund-

ant, which has an easy access to the ocean, and a

considerable command of internal navigation, is the

natural seat of manufactures. Wheat and other
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species of grain are the proper products of rich ara-

ble soils; and cattle, after being reared in moun-

tainous districts, are most advantageously fattened

in meadows and low grounds. Nothing is more ob-

vious, than that an infinitely greater aggregate quan-

tity of useful and desirable commodities will be pro-

duced, by the inhabitants of these different districts,

separately confining themselves to the particulai'

branches of industry, for the successful prosecution

of which they have some peculiar natural capability

^

than if they attempted, indiscriminately, to carry on

every different employment. Who can doubt that

vastly more manufactured goods, corn, and cattle,

are produced by the inhabitants of Glasgow, the

Carse of Gowrie, and Argyleshire, respectively con-

fining themselves to manufactures, agriculture, and

the rearing of cattle, than if those of each district

had endeavoured directly to supply themselves with

these various products, without the intervention of

an exchange ?

But it is easy to see that foreign trade, or the ter-

ritorial division of labour between different and in-

dependent countries, contributes to increase the

wealth of each in precisely the same manner that

the trade between different provinces of the same

kingdom contributes to increase their wealth. There

is a still greater difference between the productive

powers wherewith nature has endowed different and

distant countries, than there is between the produc-

tive powers of the provinces of the same country.

The establishment of a free intercourse between
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them must, therefore, be proportionally advanta-

geous. It would evidently cost an infinitely greater

expence to raise the wines of France or Spain in

England than to make Yorkshire yield the same

products as Devonshire. Indeed, there are a multi-

tude of products, and some of them of the very

greatest utility, which cannot possibly be raised ex-

cept in particular situations. Were it not for com-

mercial intercourse, we should not be able to obtain

the smallest supplies of tea, coffee, raw cotton, raw

silk, gold bullion, and a thousand other equally use-

ful and valuable commodities. Providence, by giv-

ing different soils, climates, and natural productions,

to different countries, has evidently provided for their

mutual intercourse and civilization. If all restric-

tions on commerce were abolished, each people would

naturally devote themselves to such employments as

are most beneficial to each : And this pursuit of in-

dividual advantage is admirably connected with the

good of the whole. By exciting industry, by re-

warding ingenuity, and by using most efficaciously

the peculiar powers bestowed by nature on different

countries, commerce distributes labour as best suits

the genius and capacities of each. It gives us new

tastes and new appetites, and it also gives us the

means and the desire of gratifying them : It enables

each people to profit by the inventions and discover-

ies of all the rest ; forces routine to give way to emu-

lation ; and stimulates the industry and invention of

the home producers by bringing them into com-

petition with foreigners. The grand principle
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of the division of labour is thus carried to its full

extent. The mass of necessary and useful pro-

ducts is vastly augmented, and opulence generally

diffused. But these are not the only effects of com-

merce. Its influence, in a moral point of view, is

not less powerful and salutary. It is the grand en-

gine by which the blessings of civilization are diffus-

ed, and the treasures of knowledge and of science

conveyed to the remotest corners of the habitable

globe ; while, by making the inhabitants of each

country dependent on the assistance of those of

others for a large proportion of their comforts and

enjoyments, it forms a powerful principle of union,

and binds together the universal society of nations by

the common and powerful ties of mutual interest and

reciprocal obligation.

" Combien," to use the words of a late French

writer, " le spectacle de tons les travaux concourant

i\ la production de la richesse, sans autre preeminence

ni distinction que celle que leur assure Techange de

leurs produits, est encourageant pour les classes la-

borieuses, stimulant pour les peuples, favorable a la

civilisation, honorable pour I'humanite ! Dans ce

systeme tons les hommes suivent leur penchant, de-

veloppent, perfectionncnt leurs facultes, s'encoura-

gent par une noble emulation, sont avertis a chaque

instant du besoin qu'ils ont les uns des autres, se

lient entre eux par des rapports habituels, s'attachent

par leurs intercts reciproques, et renouent les liens

de la grande famille du genre humain que la separa-

tion des families nationales avoit brises. Ces families
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eparses sur le globe, ne sent plus t%'angeres entre

elles, travaillent Pun pour Tautre, et correspondent

ensemble malgr^ les goufFres des mers et l*asperite

des climats, les montagnes inaccessibles, et les deserts

inhospitaliers. Graces au genie du commerce, et

aux inepuisables ressources Pindustrie, tous les perils

sont braves, toutes les difficultes sont vaincues, tous

les obstacles sont surmontes, et les bienfaits du tra-

vail general circulent dans le monde entier." *

It cannot indeed be denied, that mistaken views

of commerce, like the mistaken views so frequently

entertained of religion, have been the cause of many

wars and of much bloodshed. But the folly of the

monopoly system, and the ruinous nature of the con-

tests to which it has given rise, have been made ob-

vious. It has been fully and clearly demonstrated,

that nothing can be more irrational and absurd, than

that dread of the progress of others in wealth and

civilization that was once so prevalent ; and that the

true glory and real interest of every people will be

more certainly advanced by endeavouring to emulate

and outstrip their neighbours in the career of science

and civilization, than by labouring to attain a barren

pre-eminence in the bloody and destructive art of

war.

The influence of commerce in giving increased ef-

ficacy to labour, and augmenting national wealth,

may be easily illustrated. Thus, in the case of the

* Gaiiilh, des Systemes d'Economie Politique, Tome I. p. ly*^-

ed. 1821.



124 COMMERCE.

intercourse, or territorial division of labour, carried

on between England and Portugal, it is plain that

the superiority of the wool of England, our command

of coals, of skilful workmen, of improved machinery,

and of all the instruments of manufacturing indus-

try, enables us to produce cloth at a much cheaper

rate than the Portuguese : But, on the other hand,

the soil and climate of Portugal being peculiarly fa-

vourable for the cultivation and growth of the grape,

she is enabled to produce wine at an infinitely cheap-

er rate than it can be produced here. And hence it

is obvious, that England, by confining herself to the

manufacture of cloth, in which she has a natural ad-

vantage on her side, and exchanging it with the Por-

tuguese for wine, will obtain a vastly larger supply

of that commodity than if she had attempted to cul-

tivate tlie grape at home : And Portugal, by ex-

changing her wine for the cloth of England, will, on

her part, obtain a much greater quantity of cloth

than if she had attempted to counteract the inten-

tion of nature, by converting a portion of her capital

and industry from the raising of wine, in which she

has an advantage, to the manufacture of cloth, in

which the advantage is on the side of another.

What we have already stated is sufficient to ex-

pose the sophism involved in the reasoning of the

French economists, who contended, that as an equi-

valent must be always given for such commodities

as are obtained from foreigners, it was impossible fo-

reign commerce could ever add any thing to na-

tional wealth. How, they asked, can the wealth
II
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of a country be increased by giving equal values for

equal values ? They admitted, that commerce made

a better distribution of the wealth of the world ; but

as it did nothing more than exchange one sort of

wealth for another, they denied that it could ever

make any addition to its amount. At first sight,

this sophistical and delusive statement appears suffi-

ciently conclusive ; but a very few words will be suf-

ficient to demonstrate its fallacy. The advantage of

commerce does not consist in its enabling any of the

parties who carry it on to obtain commodities of

greater value than those they brought to market.

It may have cost as much, or more, to produce

the cloth with which the English merchant pur-

chases the wine of Portugal, as it did to produce

the latter. But then, it must be observed, that in

making the exchange, the value of the wine is es-

timated hy what it takes to produce it in Portu-

galy which has peculiar natural capabilities for that

species of industry, and not by what it would take to

produce it in England were the trade put an end to ;

and, in like manner, the value of the cloth is esti-

mated by what it takes to produce it in England, and

not by what it would cost to produce it in Portugal.

The advantage of the intercourse between the two

countries consists in this, that it enables each of them

to obtain commodities, for the production of which

they have no natural capability, and which it would,

therefore, cost a comparatively large sum to produce

directly at home, for what it costs to produce them

under the most favourable circumstances, and with
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the least possible expence. The gain of the one

party is not the loss of the other. Both of them

are benefited by this intercourse : For it enables

both of them to save labour and expence in the

production of commodities ; and, in consequence, the

wealth of the two countries is not only better dis-

tributed, but it is also greatly increased by the

territorial division of labour established between

them.

To set this important principle in a clearer point

of view, let us suppose that in England a given num-

ber of men can, in a given time, manufacture 10,000

yards of cloth, and raise 1000 quarters of wheat, and

that the same number of men can, in the same time,

manufacture in Poland 5000 yards of cloth and raise

2000 quarters of wheat. It is plain, that the estab-

lishment of a free intercourse between the two coun-

tries would, under these circumstances, enable Eng-

land, by manufacturing cloth and exporting it to Po-

land, to obtain twice the quantity of corn in exchange

for a given expenditure of capital and labour that she

could obtain in return for the same expenditure di-

rectly laid out in the cultivation of land at home
;

and Poland would, on the other hand, be enabled to

obtain twice as much cloth in exchange for her corn

as she could have done had she attempted directly to

manufacture it. How ridiculous then to contend,

that commerce is not a means of adding to the effi-

cacy of labour, and, consequently, of increasing

wealth ! Were the intercourse between England and

Portugal, and the West Indies put an end to, it
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would require, at the very least, a hundred, or per-

haps a thousand times the expence to produce Port

wine, sugar, and coffee, directly in this country, that

it does to produce the equivalents sent to Portugal

and the West Indies in exchange for them.

" The commerce of one country with another is,"

to use the words of Mr Mill, " merely an extension

of that division of labour by which so many benefits

are conferred on the human race. As the same coun-

try is rendered richer by the trade of one province

with another ; as its labour becomes thus infinitely

more divided and more productive than it could other-

wise have been ; and as the mutual interchange of all

those commodities which one province has and an-

other wants, multiplies the accommodations and com-

forts of the whole, and the country becomes thus in

a wonderful degree more opulent and happy ; so the

same beautiful train of consequences is observable in

the world at large, that vast empire of which the dif-

ferent kingdoms may be regarded as the provinces.

In this magnificent empire, one province is favourable

to the production of one species of produce, and an-

other province to another. By their mutual inter-

course, mankind are enabled to distribute their la-

bour as best fits the genius of each particular coun-

try and people. The industry of the whole is thus

rendered incomparably more productive j and every

species of necessary, useful, and agreeable accommo-

dation is obtained in much greater abundance, and

with infinitely less expence."
*'

* Commerce Defended, p. 38.
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It would be quite inconsistent with the objects and

limits of a work intended only to exhibit a systematic

and general view of the principles of economical

science, to enter on a detailed investigation of the

policy of the various restrictions that have been im-

posed on the freedom of commerce—And, therefore,

in the few observations I am now to offer on this sub-

ject, I shall chiefly confine myself to an examination

of those restrictions that have for their object to pro-

mote the industry and employment of particular

countries, by either partially or wholly preventing

the importation of such articles from other countries

as can be produced at home.

It cannot be doubted that, if either the whole or

any considerable portion of an article, in general de-

mand, be imported from abroad, the prevention of

such importation will give an immediate advantage to

the home producers of the article in question. But

it should always be borne in mind that it is not with

the interests of any particular class that the legis-

lator ought to concern himself.—The circumstance

of restrictions being advantageous to a single class,

is not enough to show that they are expedient : To
establish this it must also be shown that they are ad-

vantageous, or at least not injurious, to the consum-

ers, or, in other words, to the public in general. If

restrictions are advantageous to the latter, they ought

to be maintained, but if they are injurious to them,

they ought as certainly to be abolished. Consump-

tion is the sole end and purpose of production j and

the interests of the producer ought to be attended to
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only so far as may be necessary for promoting the in-

terests of the consumers.

We have ah-eady seen that no country can possibly

employ a greater number of workmen than its capital

can feed and maintain. But it is plain that no re-

strictive regulation can of itself add one single atom

to that capital. It may, and indeed most frequently

does, divert a portion of it into channels into which

it would not otherwise have flowed : This, however,

is its 07ily effect, and the real question for our consi-

deration is,—whether the artificial direction which is

thus given to a portion of the national capital, ren-

ders it more or less productive than it would have

been, had it been left at liberty to seek out channels

of employment for itself?

In discussing this question it maybe observed, in the

Jirst place, that every individual is constantly exert-

ing himself to find out the most advantageous me-

thods of employing his capital and labour. It is true

that it is his own advantage, and not that of the so-

ciety, which he has in view ; but as a society is nothing

more than an aggregate collection of individuals^ it

is plain that each, in steadily pursuing his own ag-

grandizement, is following that precise line of con-

duct which is most for the public advantage. It is

a consequence of this principle, that if no par-

ticular branches of industry were encouraged more

than others, those would be preferred which na-

turally afforded the greatest facilities for acquiring

individual fortunes, and, consequently, for increas-

ing the capital of the country. Self-interest is the

I
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I most powerful stimulus that can be applied to ex-

Icite the industry, and to sharpen the intellect and

ingenuity of man ; and no proposition can be more

true than that each individual can, in his local situ-

ation, judge better what is advantageous and useful

for himself than any other person. " The states-

man," says Dr Smith, " who should attempt to di-

rect private people in what manner they ought to em-

ploy their capitals, would not only load himself with

a most unnecessary attention, but assume an authority

which could safely be trusted, not only to no single

person, but to no council or senate whatever, and

which would no where be so dangerous as in the

hands of a man who had folly and presumption

enough to fancy himself fit to exercise it." *

But, in the secoiid place, it is evident, that the

prevention of the importation of foreign produce has

in effect the consequence, so justly censured by Dr
Smith, of dictating to individuals in what manner

they shall employ their capital and labour. If no

such preventive regulations existed, no produce

would ever be raised in one country that it could

import at a cheaper rate from another. The con-

duct of the society would then be regulated by

the same principles that regulate the conduct of

each individual in private life ; and it is the maxim

of every prudent master of a family, not to attempt

to make at home what it would cost him more to

* Weallh of Nnlinns, II. p. 1H2.
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make than to buy. Each individual avails himself

of the peculiar productive powers and capacities of

every other individual. The tailor, as Dr Smith has

remarked, does not attempt to make his own shoes,

but buys them from the shoemaker. The shoemak-

er, on his part, does not attempt to make his own
clothes, but employs a tailor. And the farmer makes

neither the one nor the other, but exchanges his

corn and cattle for the clothes and shoes of these ar-

tificers. In all civilized societies, each individual

finds it for his advantage to employ his indus-

try in some particular business ; and to exchange a

part of his peculiar produce for such parts of the pro-

duce of the industry of others as he may have occa-

sion for. And it is certainly no easy matter to dis-

cover why that conduct which is universally admitted

to be wise and proper in individuals, should be fool-

ish and absurd in the case of a state,—that is, in the

case of the total number of individuals inhabiting a

particular tract of country !

It must be remembered that the utmost freedom

of commerce will not enable foreigners to supply us

with those commodities that can be as cheaply pro-

duced here as in other countries. Home producers

have always great advantages over foreigners. The
price of their commodities is not enhanced by the

expence of conveyance from distant countries ; and

they are intimately and familiarly acquainted with

the language, laws, fashions, and credit of those with

whom they deal. A foreigner is deprived of almost

all these advantages—advantages with which nothing
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but the comparative cheapness of his goods could ever

enable hira to contend. But if a foreigner can sup-

ply us with any article cheaper than we can raise it

at home, why should we not buy it from him ? Why
should we not extend the same principle to foreign-

ers we find so extremely advantageous in conducting

our intercourse with our next neighbours ? Though

our ports were open for the reception of all the com-

modities of all the commercial nations in the world,

it is certain no one would purchase any portion of

them unless he found it for his advantage,—that is,

unless he obtained the article purchased from the fo-

reigners by a less sacrifice than he could have ob-

tained it for from his own countrymen. And it

is obvious, that, in allowing this purchase to be made,

or this intercourse to take place, we not only allow

our own citizens to buy the goods which they want

in the cheapest market, but we also allow them to

sell their own goods in the dearest market, or to ex-

change them where they get the greatest quantity of

other produce in their stead.

It has been said, and I believe truly, that, had it

not been for restrictions on importation, several ma-

nufactures that now furnish employment to a consi-

derable population, would most probably never have

had any existence amongst us. But, while I admit

this statement, I deny that it forms any valid objec-

tion to the principles now laid down. It is just

as little for the interest of nations as of individu-

als to engage indiscriminately in every possible em-

ployment. The grand principle of the division of



COMMERCE. 133

labour ought to be equally respected by communi-

ties as by single families. Every people will always

find it for their advantage to addict themselves in

preference to those branches of industry in which

they have a superiority over others. For it is by this

means only that they can ever fully avail themselves

of the peculiar capacities of production given to each

particular nation, and that their capital, and the labour

of their husbandmen and artizans, can be rendered

most efficient.

It is most certainly true, that, after a restrictive

and artificial system has been long acted upon, its

abolition must necessarily be productive of consider-

able embarrassment and hardship to individuals : And
for this reason, no wise, just, and liberal government

will ever rashly adopt any measure, however ex-

pedient and proper in itself, that might have the im-

mediate effect to injure a considerable class of its

subjects. Every change in the public economy of a

great nation ought to be cautiously and gradually ef-

fected. Those who have capital employed in busi-

nesses, carried on under the protection of a restrictive

regulation, ought to be afforded a reasonable time,

and every facility, either to withdraw entirely from

their businesses, or to prepare to withstand the free

competition of foreigners. But this is all they can

justly claim. The fact of our having departed, on

one or more occasions, from the sound principle of the

freedom of industry, can never be alleged as a suffi-

cient reason why we should obstinately persevere in

a course of policy which has been ascertained to be
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most inimical to the public interests, or why we

should refuse to avail ourselves of the earliest oppor-

tunity of reverting to a better system. To act on

such a principle would be to perpetuate the worst

errors and absurdities, and would be a proceeding

utterly inconsistent with all the ends and objects of

government.

It is abundantly certain, too, that the loss and in-

convenience that must always follow the exchange

of an exclusive for a liberal commercial system, have

been very greatly exaggerated. But, whatever might

be the case in this respect in other countries, our su-

periority in the arts is so very great, that only a very

inconsiderable proportion of our population would be

driven from the employments now exercised by them

by the freest importation of foreign products. Admit-

ting, however, that this measure might have the ef-

fect to force a few thousand workmen to abandon

their present employments, it is material to observe,

that equivale7it neiv ones would, in consequence, be

opened to receive them ; and that the total aggre-

gate demand for labour would not be in any degree

diminished by the abolition of the restrictive system.

Suppose that, under a system of free trade, we im-

ported a considerable proportion of silks and linens

now wholly manufactured at home : It is quite cer-

tain, inasmuch as neither the French nor Germans

would send us their commodities gratis, that an equi-

valent amount of British commodities would have to

be sent abroad to pay those we imported from them :

And hence it is obvious that such of our artificers
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as had previously been engaged in our silk and

linen manufactures, and were thrown out of these

employments, would immediately obtain employ-

ment in the manufacture of the products that must

be exported as equivalents for the foreign silks and

linens. Should we import ten or twenty millions

worth of foreign commodities this year more than

we imported last year, it is undeniably certain we

shall have to export ten or twenty millions worth

more of our peculiar products to pay them. And,

therefore, if ea^portation be a good thing, and the

most ardent admirers of the restrictive system admit

it to be such, importation must also be a good thing

—for the two are inseparably and indissolubly con-

nected ; and to separate them, even in imagination,

infers a total ignorance of the most obvious princi-

ples. All commerce, whether carried on by indivi-

duals of the same or of different countries, is found-

ed on difair principle ofreciprocity. Buying and sell-

ing are in commerce, what action and reaction are

in physics, always equal and contrary. If we will not

buy from others, it is utterly impossible that others

can buy from us. Every sale infers an equal purchase
;

and every purchase infers an equal sale. To prohi-

bit buying is, therefore, exactly the same thing, in

effect, as to prohibit selling. No merchant ever did,

or ever will, export a single bale of goods, if he is

prevented from importing a greater value in its stead.

But it is impossible that he can do this, if the com-

modities which foreigners have to give as equivalents

for ours are excluded. In whatever degree, there-
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fore, an unrestricted foreign trade might lead us to

receive commodities from other countries, in the

same degree it would render those countries custom-

ers for our commodities—would promote our manu-

factures and extend our trade. So long as we co-

operate with nature, we cannot be undersold by

others ; while, from the reciprocity of commerce,

every increase in the productive powers of labour

which should enable us to consume, or, which is the

same thing in a commercial point of view, to furnish

an equivalent for an increased quantity of foreign

commodities, woukl occasion a proportional enlarge-

ment of the market. It is therefore obvious, that

if, instead of imprudently endeavouring to raise at

home what might be more cheaply imported from

abroad, we were to employ our capital and industry,

exclusively, in those branches in which our insular

situation, our inexhaustible supplies of coal, and our

improved machinery, give us a natural and real ad-

vantage, we should carry our commercial prosperity

to a far higher pitch than it has hitherto attained,

and establish it on a broad and unassailable founda-

tion.

The arguments thus briefly stated, to show the

benefits of commercial freedom, and the impolicy of

attempting to promote industry at home by laying

restraints on importation from abroad, have been

repeatedly advanced. The advantages of the free-

dom of commerce were exhibited, as already stated,

in a very striking point of view, by Sir Dudley North,

nearly one hundred and forty years since ; and Sir
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Matthew Decker and the celebrated David Hume
subsequently illustrated and enforced the same prin-

ciples, and showed the ruinous consequences of the

prohibitive system. But the complete overthrow of

that system was reserved for Dr Smith; who has

examined and refuted the various arguments in fa-

vour of the restrictions laid on commercial indus-

try in the most able and masterly nianner, and

with an amplitude of illustration that leaves nothing

to be desired. Such, however, and so powerful

were the prejudices in favour of the old system, and

such the obstacles opposed to the progress of more

enlarged and liberal opinions, that, notwithstanding

Dr Smith's work has been in general circulation for

about half a century, it is only within these very few

years that statesmen and merchants have given a prac-

tical assent to its doctrines, and have attempted

to act on them. But, fortunately, a new era has

at length begun

—

novus sceclorum nascihir ordo !

The principles of free trade are no longer viewed as

barren and unprofitable speculations—as the visions of

theorists, dreaming in their closets of public happi-

ness never to be realized. They have received the

sanction of the Parliament of England. To the glory

of being the first to promulgate and demonstrate the

truth of this just and beneficent system, we can now

claim the higher praise, of being the first to give it a

practical bearing and real effect. It is true, that mo-

nopoly is still deeply ingrafted on our commercial

policy, and that we still allow some most important

branches of trade to labour under the most oppressive
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and vexatious restraints. But it is a great deal to have

commenced the return to a better system ; and to

have publicly declared our conviction, that the free-

dom of commerce is productive alike of private hap-

piness and public prosperity. " And if," to use the

words of a distinguished statesman, '* in the long and

honourable career which is still open to the adversa-

ries of commercial restrictions, monopoly, and prefer-

ence, the same spirit shall animate, the same resolu-

tion uphold the country and the Legislature—if full

and uncompromising effect be finally given to a sys-

tem confirmed by experience, and sanctioned by pub-

lic applause, not this age, nor this country alone, will

have reason to bless our exertions. There is no pe-

riod so remote, there is no nation so barbarous, in

which we may not confidently anticipate that these

successful researches of British philosophy, this aus-

picious example of British policy, will become, under

the favour of Providence, a pure and ample source of

continually increasing human happiness." *

Money.—When the division of labour was first

introduced, one commodity was directly bartered for

another. Those, for example, who had an excess of

corn and were in want of wine, endeavoured to find

out those who were in the opposite circumstances,

or who had an excess of wine and wanted corn,

and then exchanged the one for the other. It

Lord GrenvUlc's Speech, at the Dissolution of the Levant

Company, 11th February 1825.
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is obvious, however, that the power of exchang-

ing, and, consequently, of dividing employments,

must have been confined within very narrow limits,

so long; as it was restricted to mere barter. A might

have had a surplus of wine, and B might have been

anxious to purchase it ; but if B had no commodity

that A stood in need of, no exchange could take

place between them. To avoid the inconvenience

of such situations, every prudent man, in every age

of the world, after the first establishment of the di-

vision of labour, must naturally, as Dr Smith has ob-

served, have endeavoured to manage his affairs in

such a manner, as to have at all times by him, be-

sides the peculiar produce of his own industry, a

certain quantity of some one commodity or another,

such as he imagined few people would be likely to

refuse in exchange for the produce of their indus-

try.*

Now this commodity, whatever it may be, is money.

An infinite variety of commodities have been used

as money in different countries and periods. But

none can be advantageously used as such, unless it

is possessed of several very peculiar qualities. The

slightest reflection on the purposes to which money

is applied, must, indeed, be sufficient to convince

any one that it is indispensable, or, at least, exceed-

ingly desirable, that the commodity selected to serve

as money in a civilized society should, (1.) be di-

visible into the smallest portions
; (2.) that it

* Wealth of Nations, I. p. 34.
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should admit of being kept for an indefinite period

without deteriorating ; (3.) that it should, by pos-

sessing great value in small bulk, be easily transport-

ed ; (4.) that one piece of money ofa certain denomi-

nation, should always be precisely equivalent to every

other piece of money of the same denomination ; and

(5.) that its value should be comparatively steady,

or as little subject to variation as possible. Without

the Jirsl of these qualities, or the capacity of being

divided into portions of every different magnitude

and value, money, it is evident, would be of almost

no use, and could only be exchanged for the few

commodities that might happen to be of the same

value as its indivisible portions, or as whole multiples of

them : Without the second^ or the capacity of being

kept or hoarded without deteriorating, no one would

choose to exchange commodities for money, except

only when he expected to be able immediately to

re-exchange that money for some other commodity

he was desirous to obtain : Without the thirds or fa-

cility of transportation, money could not be conve-

niently used in transactions between places at any

considerable distance : Without thejburtli, or perfect

sameness, it would be extremely difficult to appreci-

ate the value of different pieces of money : And

without the Jifth quality, or comparative steadiness

of value, money could not serve as a standard by

which to measure the value of other commodities ;

and no one would be disposed to exchange the pro-

duce of his industry for an article that might shortly

decline considerably in its power of purchasing.
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The union of the different qualities of compara-

tive steadiness of value, divisibility, durability, faci-

lity of transportation, and perfect sameness, in the

precious metals, has, doubtless, formed the irresisti-

ble reason that has induced mankind, in every civi-

lized community, to employ them as money. The
value of gold and silver is certainly not invariable,

but, generally speaking, it changes only by slow de-

grees ; they are divisible into any number of jiarts,

and have the singular property of being easily re-

united, by means of fusion, without loss ; they do not

deteriorate by being kept ; and, from their firm and

compact texture, they are very difficult to wear.

Their cost of production, especially of gold, is so con-

siderable, that they possess great value in small bulk,

and can, of course, be transported with comparative

facility ; and an ounce of pure gold and silver, taken

from the mines in any quarter of the world, is pre-

cisely equal, in point of quality, to an ounce of pure

gold or silver dug from the mines in any other quar-

ter. No wonder, therefore, when all the qualities

necessary to constitute money are possessed in so

eminent a degree by the precious metals, that they

have been used as such, in civilized societies, from a

very remote era. " They became universal money,**

as M. Turgot has observed, " not in consequence of

any arbitrary agreement among men, or of the inter-

vention of any law, but by the nature and force of

things.'*

The greatest drawback attendant on the use of
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gold and silver as money consists in the high value

of these metals, and in the consequent expence they

occasion ; and there can be no doubt that a desire to

lessen this expence has been one of the chief causes

that has induced all highly civilized and commercial

nations to fabricate a portion of their money of some

less valuable material. Of the various substitutes

that have been resorted to for this purpose, paper is,

in every respect, the most eligible. By using paper

instead of gold, we substitute the cheapest in room

of the most expensive currency ; and enable the so-

ciety, without loss to any individual, to exchange all

the coins which the use of paper money has render-

ed superfluous, for raw materials or manufactured

goods, by the use of which both its wealth and its

enjoyments are increased. Ever since the introduc-

tion of bills of exchange, almost all great commer-

cial transactions have been carried on by means of

paper only. It has also been used to a very great

extent in the ordinary business of society. And as

paper notes of given denominations may be rendered

exchangeable at the pleasure of the holder, for given

and unvarying quantities of gold or silver, their va-

lue may be maintained on a par with the value of

these metals j and all injurious fluctuations in the

value of money may be as eflPectually avoided, as if

it consisted wholly of the precious metals.

We shall afterwards endeavour to unfold the prin-

ciples that determine the value of commodities, and,

consequently, of money, which is nothing whatever
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but a commodity. And as the observations now

made seem to be sufficient to give such a general

idea of the nature and functions of money, as is ne-

cessary to facilitate the acquisition of a knowledge of

the principles of Political Economy, the reader is re-

ferred to the authors who have treated expressly of

Money for a further elucidation of the various ques*

tions connected with it.

Section III.

Different T^mfloyments of Capifal and Labour—Agriculture,

Manufactures, and Commerce, equally advantageous— Tlie

ijivestment of Capital in different Businesses determined by

the Rate ofProfit which they respectively yield.

In the previous section, it has been shown, that

the increase and diminution of capital is the grand

point on which national prosperity hinges,—that

if you increase capital, you instantly increase the

means of supporting and employing additional labour-

ers—and that if you diminish capital, you instantly

take away a portion of the comforts and enjoyments,

and perhaps also of the necessaries, of the productive

classes, and spread poverty and misery throughout

the land ; and it has also been shown, that the in-

crease or diminution of the rate of profit is the great

cause of the increase or diminution of capital. Now,

if such be the case, it seems impossible to resist com-

ing to the conclusion, that the employments which

yield the greatest projity or in which industry is most
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productive, are the most advantageous. But Dr
Smith, Mr Malthus, and most other political econo-

mists, have objected to this standard. They allow

that if two capitals yield equal profits, the employ-

ments in which they are engaged are equally benefi-

cial to their possessors ; but they contend, that, if

one of these capitals be employed in agriculture, it

will be productive ofgreater 'public advantage. It is not

difficult, however, to discover that this opinion rests on

no good foundation ; and to show that the average

rate ofprofit is, under all circumstances, the single

and infallible test by which we are to judge which em-

ployment is most and which is least advantageous.

A capital may be employed inJbw dijfferent ways
;

either, firstj in the production of the raw produce re-

quired for the use and consumption of the society

;

or, secondly f in manufacturing and preparing that

raw produce for immediate use and consumption ; or,

thirdlyy in transporting the raw and manufactured

products from one place to another according to the

demand ; or, Jotirthly, in dividing particular portions

of either into such small parcels as suit the conve-

nience of those who want them. The capitals of all

those who undertake the improvement or cultivation

of lands, mines, or fisheries, are employed in the first

of these ways ; the capital of all master-manufactur-

ers is employed in the second ; that of all wholesale

merchants in the third ; and that of all retailers in

the fourth. It is difficult to conceive that a capital

can be employed in any way which may not be class-

ed under some one or other of these heads.
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On the importance of the employment of capital

in the acquisition of raw produce, and especially in

the cultivation of the soil, it is unnecessary to en-

large. It is from the soil, including under that term

mines and fisheries, that the rnatter of all commodi-

ties that either minister to our necessities, our com-

forts, or our enjoyments, must have been originally

derived. The industry which appropriates the raw

productions of the earth, as they are offered to us by

nature, preceded every other. But these spontaneous

productions are always extremely limited. And it

is by agriculture only, that is, by the united applica-

tion of immediate labour and of capital, to the culti-

vation of the ground, that large supplies of those

species of raw produce, which form the principal part

of the food of man, can be obtained. It is not quite

certain that any of the species of grain, as wheat,

barley, rye, oats, &c. have ever been discovered grow-

ing spontaneously. But, although this must origin-

ally have been the case, still the extreme scarcity of

such spontaneous productions in every country with

which we are acquainted, and the labour which it re-

quires to raise them in considerable quantities, prove

beyond all question that it is to agriculture that we

are almost exclusively indebted for them. The

transition from the pastoral to the agricultural mode

of life is decidedly the most important step in the

progress of society. Whenever, indeed, we compare

the quantity of food, and of other raw products, ob-

tained from a given surface of a well cultivated coun-

try, with those obtained from an equal surface of an

K
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equally fertile country, occupied by hunters or shep-

herds, the powers of agricultural industry in in-

creasing useful productions appear so striking and ex-

traordinary, that we cease to feel surprise at the pre-

ference which has been so early and generally given

to agriculture over manufactures and commerce ;

and are disposed to subscribe without hesitation to

the panegyric of Cicero when he says, ** Omnium aii-

tem renim ei' quilms aliquid aquh^itiu., nihil est

agricultura melius, nihil uberius, nihil dulcius, nihil

homine, nihil libey^o digniiis.**

But are there really any just grounds for this pre-

ference ? Are not manufactures and commerce

equally advantageous as agriculture ? It is plain,

that without agriculture we could never possess any

considerable supply of the materials out of which

food and clothes are made ; but is it not equally

plain, that without a knowledge of the arts by which

these materials are converted into food and clothes,

the largest supply of them could be of little or no

service ? The labour of the miller who grinds the

com, and of the baker who bakes it, is equally ne-

cessary to the production of bread, as the labour of

the husbandman who tills the ground. It is the

business of the agriculturist to raise flax and wool
;

but if the labour of the spinner and weaver had not

given them utility, and fitted them for being made

a comfortable dress, they would have been nearly, if

not entirely worthless. Without the labour of the

miner who digs the mineral from the bowels of the

earth, we could not have obtained the matter out of



CAPITAL AND LABOUR. 1 ij

which many of our most useful implements and

splendid articles of furniture have been made ; but

if we compare the ore when dug from the mine with

the finished articles, we shall certainly be convinced

that the labour of the purifiers and refiners of the

ore, and of the artists who have afterwards convert-

ed it to useful purposes, has been quite as advan-

tageous as the industry of the miner.

But not only is it certain that manufacturing in-

dustry, or that species of industry which fits and

adapts the raw produce of nature to our use, is re-

quisite to render its acquisition of any considerable

value ; but it is also certain, that without manufac-

turing industry this very raw produce could never

have been obtained in any considerable quantity.

The labour of the mechanic who fabricates the plough

is as efl&cacious in the production of corn as the la-

bour of the husbandman who guides it. But the

plough-Wright, the mill-wright, the smith, and all

those artizans who prepare tools and machines for

the husbandmen, are really manufacturers, and differ

in no respect whatever from those who are employed

to give utility to wool and cotton, except that they

work on hm^cler materials. The fixed capital vested

in tools and machines is the product of the labour of

the tool and engine manufacturer ; and without the

aid of this fixed capital, it is impossible that agricul-

tural labour, or that any other sort of labour, could

ever have become considerably productive.

** Distinguer," says the Marquis Garnier, " le

travail des ouvriers de I'agriculture d'avec celui des
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autres ouvriers, est une abstraction presque toujours

oiseuse. Toute richesse, dans le sens dans lequel

nous la concevons, est necessairement le resultat de

ces deux genres de travail, et la consommation ne

peut pas phis se passer de Pun que de Fautre. Sans

leur concours simultane il ne peut y avoir de chose

consommable, et par consequent point de richesse.

Comment pourrait-on done comparer leurs produits

respectifs, puisque, en separant ces deux especes de

travail, on ne peut plus concevoir de veritable pro-

duit, de produit consommable et ayant une valeur

reelle ? La valeur du ble sur pied rtsulte de Tindus-

trie du moissonneur qui recueillera, du batteur qui

le separera de la paille, du meunier et du boulanger

qui le convertiront successivement en farine et en

pain, tout comme elle rtsulte du travail du laboureur

et du semeur. Sans le travail du tisserand, le lin

n'aurait pas plus le droit d'etre comptd au nombre

des richesses, que I'ortie ou tout autre vdgetal inu-

tile. A quoi pourrait-il done servir de recherchcr

lequel de ces deux genres de travail contribue le

plus a I'avancement de la richesse nationale ? N'est-

ce pas comme si Ton disputait pour savoir lequel, du

pied droit ou du pied gauche, est plus utile dans

Taction de marcher ?'**

In fact, there is not at bottom any real distinction

* See page 58 of the Discotirs Prcliminah'c to the second

edition of the translation of the Wealih of Nations, by the

IMarquir, Gamier. The same passage is in the first edition,

published in 1JJ02.
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between agricultural and manuflicturing industry. It

is, as has already been shown, a vulgar error to sup-

pose that the operations of husbandry add any thing

to the stock of matter already in existence. All that

man can do, and all that he ever does, is merely to

give to matter that particular form or shape which

fits it for his use. But it was contended by M.

Quesnay and the French economists, and their opi-

nions have in this instance been espoused by Dr
Smith, that the labour of the husbandman in adapt-

ing matter to our use is powerfully facilitated by the

aid derived from the vegetative powers of nature,

while the labour of the manufacturer has to perform

every thing itself without any such co-operation.

—

" No equal quantity of productive labour, or capital

employed in manufactures," says Dr Smith, " can

ever occasion so great a reproduction as if it were

employed in agriculture. In manufactures nature

does NOTHING, man does all ; and the reproduction

must always be proportioned to the strength of the

agents that occasion it. The capital employed in

agriculture, therefore, not only puts into motion a

greater quantity of productive labour than any equal

capital employed in manufactures, but in proportion,

too, to the quantity of productive labour which it

employs, it adds a much greater value to the annual

produce of the land and labour of the country, to the

real wealth and revenue of its inhabitants. O/" all

the 'wai/s in xvhick a capital can be employed, it is

byfar the most advantageous to the society,'' *

* Wealth of Nations, II. p. 53.



150 DIFFERENT EMPLOYMENTS OF

This is perhaps the most objectionable passage in

the Wealth of Nations ; and it is really astonishing

how so acute and sagacious a reasoner as Dr Smith

could have maintained a doctrine so manifestly erro-

neous. It is indeed true, that nature powerfully

assists the labour of man in agriculture. The hus-

bandman prepares the ground for the seed, and de-

posits it there ; but it is nature that unfolds the

germ, that feeds and ripens the growing plant, and

brings it to a state of maturity. But does not na-

ture do as much for us in every other department of

industry ? The powers of water and of wind, which

move our machinery, support our ships, and impel

them over the deep,—the pressure of the atmosphere,

and the elasticity of steam, which enable us to work

the most stupendous engines, are they not the spon-

taneous gifts of nature? In fact, the single and ex-

clusive advantage of machinery consists in its having

enabled us to press the powers of nature into our ser-

vice, and to make them perform the principal part of

what would otherwise have been wholly the work of

man. In navigation, for example, is it possible to

doubt, that the powers of nature— the buoyancy of

the water, the impulse of the wind, and the polarity

of the magnet, contribute fully as much as the

labour of the sailor to waft our ships from one hemi-

sphere to another? In bleaching and fermenta-

tion the whole processes are carried on by natural

agents. And it is to the effects of heat in softening

and melting metals, in preparing our food, and in

warming our houses, that wc owe many of our most
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powerful and convenient instruments, and that these

northern climates have been made to afford a comfort-

able habitation. So far, indeed, is it from being true

that nature does much for man in agriculture, and

nothing in manufactures, that the fact is nearly the

reverse. There are no limits to the bounty of nature

in manufactures, but there are limits, and those not

very remote, to her bounty in agriculture. The
greatest possible amount of capital might be expended

in the construction of steam-engines, or of any other

sort of machinery, and after they had been multiplied

to infinity, the last would be as powerful and as effi-

cient in saving labour and producing commodities as

the first. Such, however, is not the case with the

soil. Lands of the first quality are speedily exhaust-

ed ; and it is impossible to apply capital indefinitely

even to the best soils, without obtaining from it a

constantly diminishing rate of profit. The rent of

the landlord is not, as Dr Smith conceived it to be,

the recompense of the work of nature remaining, af-

ter all that part of the product is deducted which

can be regarded as the recompense of the work of

man ! But it is, as we shall hereafter show, the ex-

cess of produce obtained from the best soils in culti-

vation, over that which is obtained from the worst

—

it is a consequence not of the increase, but of the di-

minution of the productive power of the labour em-

ployed in agriculture.

But if the giving utility to matter be, as it really

is, the single and exclusive object of every species of

productive industry, it is plain that the capital and
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labour which is employed in carrying commodities

from vvliere they are produced to where they are to

be consumed ; and in dividing them into minute por-

tions, so as to fit the wants of the consumers, is real-

ly as productive as either agriculture or manufac-

tures. The labour of the miner gives utility to mat-

ter—to coal for example—by bringing it from the

bowels of the earth to its surface ; but the labour of

the merchant, or carrier, who transports this coal

from the mine whence it has been dug to the city, or

place where it is to be burned, gives it a further, and

perhaps a more considerable value. We do not owe

our fires exclusively to the miner, or exclusively to

the coal merchant. They are the result of the con-

joint operations of both, and also of the operations of

all those who have furnished them with the tools and

implements used in their respective employments.

Not only, however, is it necessary that commodi-

ties should be brought from where they are produced

to where they are to be consumed, but it is also ne-

cessary that they should be divided into such small

and convenient portions, that each individual may

have it in his power to purchase the precise quantity

of them he is desirous of obtaining. " If,'* says

Dr Smith, " there was no such trade as a butcher,

every man would be obliged to purchase a whole ox

or a whole sheep at a time. This would generally

be inconvenient to the rich, and much more so to

the poor. If a poor workman was obliged to pur-

chase a month's, or six months' provisions at a time,

a great part of the stock wliich lie employs as a ca-
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pital in the instruments of" his trade, or in the furni-

ture of his shop, and which yields him a revenue, he

would be forced to place in that part of his stock

which is reserved for immediate consumption, and

which yields him no revenue. Nothing can be more

convenient for such a person than to be able to pur-

chase his subsistence from day to day, or even from

hour to hour, as he wants it. He is thereby en-

abled to employ almost his whole stock as a capital.

He is thus enabled to furnish work to a greater va-

lue, and the profit which he makes by it in this way

much more than compensates the additional price

which the labour of the retailer gives to the goods.

The prejudices of some political writers against shop-

keepers and tradesmen are altogether without foun-

dation. So far is it from being necessary, either to

tax them, or to restrict their numbers, that they can

never be multiplied so as to hurt the public in-

terests, though they may so as to hurt their own in-

dividual interests. The quantity of grocery goods,

for example, which can be sold in a particular town,

is limited by the demand of that town and its neigh-

bourhood. The capital, therefore, which can be ad-

vantageously employed in the grocery trade, cannot

exceed the capital required to purchase and retail

these goods. If this capital is divided between two

different grocers, their competition will obviously

tend to make both of them sell cheaper than if it

were in the hands of one only ; and if it were di-

vided among twenty, their competition would be

just so much the greater, and the chance of their
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combininj^ together in order to raise the price just

so much the less. Their competition might, per-

haps, ruin some of themselves ; but to take care of

this is the business of the parties concerned, and it

may safely be trusted to their discretion. It can

never hurt either the consumer or the producer
;

on the contrary, it must tend to make the retailers

both sell cheaper and buy dearer, than if the whole

trade was monopolized by one or two persons. Some

of them, perhaps^ may occasionally decoy a weak

customer to buy what he has no occasion for. This

evil, is, however, of too little importance to deserve

the public attention, nor would it necessarily be pre-

vented by restricting their nrnnber.'**

Thus it appears, that all the modes in which capi-

tal can be employed in productive industry, or, in

other words, that the raising of raw produce, the fa-

shioning of that raw produce after it is raised into use-

ful and desirable articles, the carrying of the raw and

manufactured products from one place to another,

and the retailing of them in such portions as may

suit the public demand, are equally advantageous :

that is, the capital and labour employed in any one

of these departments contributes equally with the ca-

pital and labour employed in the others, to increase

the mass of necessaries, conveniences, and luxuries.

Without a previous supply of raw produce, we could

have no manufactures ; and without manufactures

and commercial industry, the greater part of this raw

* Wealth qfNntioDS, II. p. 48.
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produce would be entirely worthless, and could nei-

ther satisfy our wants nor contribute to our comforts.

Manufacturers and merchants are to the body politic

what the digestive powers are to the human body.

We could not exist without food ; but the largest

supplies of food cannot lengthen our days when the

machinery by which nature adapts this food to our

use, and incorporates it with our body, is vitiated and

deranged. Nothing, therefore, can be more silly and

childish than the estimates that are so frequently put

forth of the comparative advantages of agricultural,

manufacturing, and commercial industry. They are

all intimately and indissolubly connected, and depend

upon, and grow out of each other. " Land and

trade," to borrow the just and forcible expressions of

Sir Josiah Child, " are twins, and have always, and

ever will, wax and wane together. It cannot be ill

with trade but lands will fall, nor ill with lands but

trade will feel it." This reasoning cannot be contro-

verted ; and on its authority, we are entitled to con-

demn every attempt to exalt one species of industry,

by giving it factitious advantages at the expence of

the rest, as being alike impolitic and pernicious.

No preference has ever been given, or can be given,

to agriculturists over manufacturers and merchants,

or to manufacturers and merchants over agricultur-

ists, without occasioning the most extensively ruin*

ous consequences. Men ought, in every instance, to

be allowed to follow their own inclinations in the em-

ployment of their stock and industry. Where in-

dustry is free, the interest of individuals can never be
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opposed to the interests of the public. When we

succeed best in increasing our own wealth, we must

necessarily also succeed best in increasing the wealth

of the state of which we are subjects.

This mutual dependence of the different branches

of industry on each other, and the necessity of their

co-operation to enable mankind to make any consi-

derable progress in civilization, have been ably illus-

trated in one of the early numbers of the Ecl'mburgh

Review. *' It may safely be concluded, that all those

occupations which tend to supply the necessary wants,

or to multiply the comforts and pleasures of human

life, are equally productive, in the strict sense of the

word, and tend to augment the mass of human riches,

meaning, by riches, all those things which are neces-

sary, or convenient, or delightful to man. The pro-

gress of society has been productive of a complete se-

paration of employments originally united. At first,

every man provided, as well as he could, for his ne-

cessities as well as his pleasures, and for all his wants,

as well as all his enjoyments. By degrees a division

of these cares was introduced ; the subsistence of the

community became the province of one class, its com-

forts of another, and its gratifications of a third.

The different operations subservient to the attain-

ment of each of these objects were then entrusted to

different hands ; and the universal establishment of

barter connected the whole of these divisions and

subdivisions together—enabled one man to manufac-

ture for all, without danger of starving by not plough-

ing or hunting, and another to plough or hunt for
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all, without the risk of wanting tools or clothes by

not manufacturing. It has thus become as impos-

sible to say exactly who feeds, clothes, or entertains

the community, as it would be to say which of the

many workmen employed in the manufacture of pins

is the actual pin-maker, or which of the farm-servants

produces the crop. All the branches of useful in-

dustry work together to the common end, as all the

parts of each branch cooperate to its particular ob-

ject. If you say that the farmer feeds the communi-

ty, and produces all the raw materials which the

other classes work upon, we answer, that unless those

other classes worked up the raw materials, and sup-

plied the farmer's necessities, he would be forced to

allot part of his labour to this employment, whilst he

forced others to assist in raising raw produce. In

such a complicated system, it is clear that all labour

has the same effect, and equally increases the whole

mass of wealth. Nor can any attempt be more vain

than theirs who would define the particular parts of

the machine that produce the motion, which is ne-

cessarily the result of the whole powers combined,

and depends on each particular one of the mutually

connected members." *

Much has been said respecting the extraordinary

mortality of large manufacturing establishments. The

ready communication of contagion where people are

crowded together—the want of sufficient ventilation

—the confinement of children—and the positive ui*-

* ^^ol. IV. p. 3G2.
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liealthincss of some particular processes, are circum-

stances from which most writers have been led to in-

fer tliat the mortality in manufacturing cities must

be unusually great, without giving themselves the

trouble to inquire whether the fact really was so.

The returns under the population acts have shown

the fallacy of these opinions. The proportion of ma-

nufacturers to the whole population of Great Bri-

tain was vastly greater in 1810 and 1820 than in

I78O ; and yet, notwithstanding the extraordinary

increase of what we have been in the habit of

considering unhealthy employments, the average

mortality in England and Wales in 1810 was only

one in every 52, and in 1820 only one in every

58 of the existing population, whereas in I78O

it was one in every 40 ! The diminution of morta-

lity has been going on gradually since 1750 ; and

has doubtless been owing partly to the greater

prevalence of cleanliness and sobriety among the

poor, and the improvements that have been made

in their diet, dress, and houses, partly to the

drainage of bogs and marshes, * and partly, and since

1800 chiefly, perhaps, to the discoveries in medical

science, and the extirpation of the small-pox. f But

* The effect of marshes in increasing mortality is still

strongly felt in the fenny counties of Lincoln, Cambridge, &c.

See Milne on Anmiiiies, II. p. 453.

+ The dysentery, formerly so very fatal, has now almost disa|>-

pcarcd. Heberden on the Increase and DccrCa.se of Diseases,

p. 34.
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whatever may be the causes of this increased liealthi-\

ness, there is abundant evidence to show tliat they

have not been counteracted by the extension of ma-

nufactures. On the contrary, the healthiness of the

inhabitants of cities and towns, where manufactures

are ahnost exclusively carried on, has increased in a

much greater proportion than the healthiness of the

inhabitants of the agricultural districts. In Man-
chester, for example, where the average mortality in

1770 was one in 28,* it is now reduced to less than

one in 43 ; and a similar improvement has taken

place in Glasgow, Paisley, and all the other large

manufacturing towns. It is certain, too, that much
of this diminution of mortality is a direct, and

not an indirect consequence of the improvement

and diffusion of manufactures. Every one knows

of what vast importance it is to health that the

poor should have the means of providing them-

selves with comfortable clothes at a cheap rate.

And this is one of the many advantages which im-

provements in manufacturing industry always bring

along with them. The reduction in the price of

cotton goods only, occasioned by the greater facility

with which they are now produced, has enabled

the poorest individuals to clothe themselves in a

warm, clean, and elegant dress ; and has thus been

productive of an increase of comfort and enjoyment,

of which it is extremely difficult for us, who have so

* Dr Percival's Observations on the Slate of (he Population

in Manchester, p. 4.
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long experienced its beneHcial effects, to estimate the

extent.

The effect of the extreme subdivision of labour in

manufacturing establishments, and the exclusive at-

tention which it requires a workman to bestow on one

single operation, has been supposed to exert a most

pernicious influence on his mental faculties. The

genius of the master is said to be cultivated, but that

of the workman to be condemned to perpetual ne-

glect. Most mechanical arts, we are told, succeed

best under a total suppression of sentiment and rea-

son. A habit of moving the hand or the foot is said

to be independent of either ; and the workshop has

been ingeniously compared to an engine, the parts of

which are men !
* Dr Smith who has given so ad-

mirable an exposition of the benefits which society

has derived from the division of labour, has notwith-

standing concurred with the popular prejudices on

this subject ; and has gone so far as to affirm that con-

stant application to one particular occupation in a

large manufactory, " necessarily renders the work-

man as stupid and ignorant as it is possible to make

a human being.** Nothing can be more marvellous-

ly incorrect than these representations. Instead of

its being true that the workmen employed in manu-

facturing establishments are less intelligent and acute

than those employed in agriculture, the fact is dis-

tinctly and completely the reverse. The weavers,

and other mechanics of Glasgow, Manchester, and

* Ferguson uii Civil Society, p. 303.
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Birmingham, possess infinitely more general and ex-

tended information than is possessed by the agricul-

tural labourers of any county in the empire. And
this is really what a more unprejudiced inquiry into

the subject would have led us to anticipate. The
various occupations in which the husbandman is

made successively to engage, their constant liability

to be affected by so variable a power as the weather,

and the perpetual change in the appearance of the

objects which daily meet his eyes, and with which he

is conversant, occupy his attention, and render him

a stranger to that ennui and desire for extrinsic and

adventitious excitement which must ever be felt by

those who are constantly engaged in burnishing the

point of a pin, or in performing the same endless

routine of precisely similar operations. This want of

excitement cannot, however, be so cheaply or effec-

tually gratified in any other way as it may be by cul-

tivating—that is, by stimulati?ig the mental powers.

The generality of workmen have no time for dissipa-

tion ; and if they had, the wages of labour in all old

settled and densely peopled countries are too low,

and the propensity to save and accumulate too pow-

erful, to permit any very large proportion of them

seeking to divert themselves by indulging in riot and

excess. They are thus driven to seek for recreation

in mental excitement ; and the circumstances under

which they are placed afford them every possible fa-

cility for amusing and diverting themselves in this

manner. By working together, they have constant

L
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opportunities of entering into conversation ; and a

small individual contribution enables them to obtain

a large supply of newspapers and of the cheaper class

of periodical publications. But whatever difference

of opinion may exist respecting the cause, there can

be no doubt of the fact, that the intelligence of the

workmen employed in manufactures has increased

according as their numbers have increased, and as

their employments have been more and more subdi-

vided. There is no ground for supposing that they

ever were less intelligent than the agriculturists; but,

whatever may have been the case formerly, no one will

now venture to affirm that they are inferior to them

in intellectual acquirements, or that they are mere

machines without sentiment or reason. Even Mr Mal-

thus, whose leanings are all on the side of agriculture,

has justly and eloquently observed, that " Most of

the effects of manufactures and commerce on the ge

neral state of society are in the highest degree bene-

ficial. They infuse fresh life and activity into all

classes of the state, afford opportunity for the inferior

orders to rise by personal merit and exertion, and

stimulate the higher orders to depend for distinction

upon other grounds than mere rank and riches.

They excite invention ; encourage science and the

useful arts ; spread intelligence and spirit ; inspire a

taste for conveniences and comforts amons: the la-

beuring classes ; and, above all, give a new and hap-

pier structure to society, by increasing the propor-

tion of the middle classes—that body on which the
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liberty, public spirit, and good government of every

country must mainly depend." *

Thus, then, we arrive, by a different roule, at the

same result we have already endeavoured to establish.

The inextinguishable passion for gain—the auri sa-

cra fames—will always induce capitalists to employ

their stocks in those branches of industry which yield,

all things considered, the highest rate of profit.

And it is clear to demonstration, that those employ-

ments which yield the highest profits are always

those in which it is most for the public interest that

capital should be invested. The profits of a parti-

cular branch of industry are rarely raised except by

an increased demand for its produce. Should the

demand for cottons increase, there would be an in-

creased competition for them ; and as their price

would, in consequence, be augmented, the manufac-

turers would obtain comparatively high profits. But

the rate of profit in different employments has a na-

tural tendency to equality ; and it can never, when

monopolies do not interpose, continue either perma-

nently higher or lower in one than in the rest. As

soon, therefore, as the rise in the price of cottons

had taken place, additional capital would begin to be

employed in their production. The manufacturers

engaged in the cotton trade would endeavour to bor-

row additional capital, and the capitalists who were

engaged in less lucrative employments would gradual-

ly contract their businesses, and transfer a portion of

* Observations on the Effects of the Coin Tduvs, p. 29.
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their stock to where it would yield them a larger re-

turn. The equilibrium of profit would thus be again

restored. For the additional capital employed in the

production of cottons, by proportioning their supply

to the increased demand, would infallibly reduce

their price to its proper level. Such is the mode in

which the interests of individuals are, in every case,

rendered subservient to those of the public. High

profits attract capital ; but high profits in particular

businesses are the effect of high prices ; and these

are always reduced, and the commodities brought

within the command of a greater number of purchas-

ers, as soon as additional capital has been employed

in their production. It is clear, therefore, that that

employment of capital is the best which yields the

greatest profit ; and hence, if two capitals yield equal

profits, it is a plain proof that the departments of in-

dustry in which they are respectively invested, how-

ever much they may differ in many respects, are

equally beneficial to the country. Nothing can be

more nugatory than to ai)prehend that the utmost

freedom of industry can ever be a means of attract-

ing capital to a comparatively disadvantageous em-

ployment. If capital flows to manufactures or com-

merce rather than to agriculture, it can only be be-

cause it has been found to yield larger profits to the

individual, and consequently to the state.

Having thus endeavoured to unfold the circum-

stances most favourable for the production of wealth,

the natural order of our subject woukl lead us, in

the next place, to investigate the circumstances which
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determine the increase of population. But, before

entering on this inquiry, I shall endeavour to vindi-

cate the doctrines already laid down from some objec-

tions that have been stated against them, by showing,

that the extension and improvement of machinery is

always advantageous to the labourer, and that it is not

the cause of gluts.

Section IV.

hnprovements in Machinery similar in their Effects to Improve-

ments in the Skill and Dexterity of the Labourer—Do not

occasion a Glut of Commodities—Sometimes force Work-

men to change their Employments, but have no tendency to

lessen the effective demand for Labour—Case supposed by

Mr Ricardo, ivith respect to Machinery, possible, but ex-

ceedingly utilikely ever to occur— True Cause of Gluts.

Before proceeding to examine the various bad con-

sequences that have been supposed to result from the

indefinite extension and improvement of machinery,

it may be observed, that the same consequences would

equally result from the continued improvement of

the skill and industry of the labourer. If the

construction of a machine that would manufacture

two pairs of stockings for the same expence that

had previously been required to manufacture one

pair, be under any circumstances mjurious to the

labourer, the injury would be equal were the

same thing accomplished by increased dexterity and

skill on the part of the knitters;— if, for example,

the females who have been in the habit of knitting
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two or three pairs of stockings in the week, should

in future be able to knit four or six pairs. There is

obviously no difference in these cases. And if the

demand for stockings was already suflBciently suppli-

ed, M. Sismondi could not, consistently with the

principles he has advanced, * hesitate about con-

demning such an improvement as a very great evil

—

as a means of throwing half the people engaged

in the stocking manufacture out of employment.

The question respecting the improvement of machi-

nery is, therefore, at bottom, the same with the

question respecting the improvement of the science,

skill, and industry of the labourer. The prin-

ciples which regulate our decision in the one case,

must also regulate it in the other. If it be advanta-

geous that the skill of the labourer should be indefi-

nitely extended—that he should be enabled to pro-

duce a vastly greater quantity of commodities with

the same, or a less, quantity of labour, it must also

be advantageous that he should avail himself of the

assistance of such machines as may most effectually

assist him in brin<i:in'2: about that result.

In order the better to appreciate the effects result-

ing either from the increased manual skill and dexte-

rity of the labourer, or from an improvement in the

tools or machines used by him, let us suppose that

tiie productive powers of industry are universallij

augmented, and that the workmen engaged in every

different employment can, with the same exertion,

* KnuveauA- Principex, Tome II. p- 318.
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produce ien times the quantity of commodities as at

present : Is it not evident that this increased facility

of production would increase the wealth and enjoy-

ments of every individual in a tenfold proportion ?

The shoemaker who had formerly only manufactured

one pair of shoes a day, would now be able to manu-

facture Ien pairs. But as an equal improvement would

have taken place in every other department of indus-

try, he would be able to obtain ten times the quantity

of every other product in exchange for his shoes. In a

country thus circumstanced, every workman would

have a great quantity of his own work to dispose of,

beyond what he had occasion for j and as every other

workman would be in the same situation, each would

be enabled to exchange his own goods for a great

quantity, or, what comes to the same thing, for the

price of a great quantity of those of others. The

condition of such a society would be happy in the ex-

treme. All the necessaries, luxuries, and conveni-

encies of life, would be universally diffused.

It may, however, be asked, would the de?nand be

sufficient to take off" this increased quantity of com-

modities ?—Would their excessive multiplication not

cause such a glut of the market, as to force their sale

at a lower price than would be required to repay

even the diminished cost of their production ? But it

is not necessary, in order to render an increase in the

productive powers of labour advantageous to society,

that these powers should always be fully exerted.

If the labourer's command over the necessaries

and comforts of life were suddenly raised to ten



168 EMPLOYMENT OF MACHINERY.

times its present amount, his consumption as well

as his savings would doubtless be very greatly in-

creased ; but it is not at all likely that he would

continue to exert his full powers. In such a state

of society workmen would not be engaged twelve or

fourteen hours a day in hard labour, nor would child-

ren be immured from their tenderest years in a cot-

ton-mill. The labourer would then be able, with-

out endangering his means of subsistence, to devote

a greater portion of his time to amusement, and

to the cultivation of his mind. It is only where

the productive powers of industry are comparatively

feeble—where supplies of food have to be drawn

from soils of the fourth or fifth degree of fertility

—

and where the population is in excess, thatworkmen are

compelled to make these excessive exertions. High

wages are only advantageous because of the increased

comforts they bring along with them ; and of these,

an addition to the time which may be devoted to pur-

poses of amusement, is certainly not one of the least.

Wherever wages are high, and little subject to fluc-

tuation, the labourers are found to be active, intelli-

gent, and industrious. But they do not prosecute

their employments with the same intensity as those

who are obliged, by the pressure of the severest ne-

cessity, to strain every nerve to the utmost. They

are enabled to enjoy their intervals of ease and re-

laxation ; and they would be censurable if they did

not enjoy them.

Suppose, however, that the productive powers of

industry are increased ten times ; nay, suppose they
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are increased ten thousand times, and that they arc

exerted to the utmost, still it is easy to see they could

not occasion any lasting glut of the market. It is

true, that those individuals who are most industri-

ous may produce commodities which those who are

less industrious—who prefer indolence to exertion

—may not have the means of purchasing, or for

which they may not be able to furnish an equiva-

lent. But the glut arisino; from such a contino-encv

must speedily disappear. Every man's object, in

exerting his productive powers, must be either di-

rectly to consume the produce of his labour himself,

or to exchange it for such commodities as he wishes

to obtain from others. If he does the last—if he

produces commodities, and offers them in exchange

to others who are unable to furnish him with those

he is desirous of obtaining, he is guilty of a miscal-

culation—he should either have offered them in ex-

change to others, or he should have applied himself

directly to produce the commodities he wanted : And
if government do not interfere to relieve him from

the consequences of his error, he will, if he cannot

attain his object by the intervention of an exchange,

immediately set about changing his employment,

and will produce such commodities only as he

means to consume. It is clear, therefore, that

an universally increased facility of production, can

never be the cause of a permanent overloading of

the market. Suppose that the amount of capital

and industry, engaged in every different employ-

ment in this country, is adjusted according to the
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effectual demand, and that they are all yielding

the same net profit ; if the productive powers

of labour were universally increased, the commo-

dities produced would all preserve the same relation

to each other. Double or triple the quantity of

one commodity would be given for double or triple

the quantity of every other commcJity. There

would be a general augmentation of the wealth of

the society ; but there would be no excess of com-

modities in the market ; the increased equivalents on

the one side being precisely balanced by the increas-

ed equivalents on the other. But if, while one class

of" producers were industrious, another class chose to

be idle, there would undoubtedly be a temporary ex-

cess. It is clear, however, that this excess arises

entirely from the deficient production of the idle

class. It is not a consequence of production be-

ing too much increased, but of its being too lit-

tle increased. Increase it more—make the idle

class equally productive with the others, and then

they will be able to furnish them with equiviilents for

their commodities, and the surplus will immediately

disappear. It is in vain that Mr Malthus attempts

to meet this reasoning by supposing the existence of

an indisposition to consume* There is no such in-

disposition in any country in the ^orld ;—not even

in Mexico, to which Mr Malthus has specially refer-

red.*' The indisposition is not to consume, but to

produce. In Mexico, as elsewhere, no one is entit-

* Principles of Polidcal Economy, p. 382.
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led to consume the products of the industry of others,

unless he furnishes them with an equivalent ; but

the Mexican prefers indolence to the gratification

which the commodities he might procure by means

of his labour would afford him. Mr Malthus has

mistaken this indisposition to produce, for an indis-

position to consume ; and has, in consequence, been

led to deny the proposition, that effective demand

depends upon production.

Mr Malthus has justly stated, that the demand

for a commodity depends *' on the will combined with

the power to purchase it ;" that is, on the power to

furnish an equivalent for it. But when did any one

hear of a want of will to purchase commodities ?

If the will alone could procure the necessaries and

luxuries of life, every beggar would become as rich

as Croesus, and the market would constantly be un-

derstocked with commodities. The power to pur-

chase is the real and the 07ilj/ desideratum.—It is

the incapacity of furnishing equivalents for the pro-

ducts they wish to obtain, that involves so many

in want and wretchedness. The more, then, that

this capacity is increased, that is, the more industri-

ous every individual becomes, and the more the fa-

cility of production is increased, the more will the

condition of society be improved.

It is quite visionary to suppose that a deficiency of

foreign demand for the products of industry can ever

be occasioned by an increase of productive power.

Such want of demand, when it does occur, must pro-

ceed from one or other of the following causes :—It
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must either be a consequence of the comparatively

hif^h price of our commodities, or of the restrictions

which have been imposed on the importation of Bri-

tish goods into foreign countries, and on the importa-

tion of foreign goods into Britain. Now, it is obvi-

ous that, if the fiilling off in the foreign demand pro-

ceeds from the first of these causes, it must have been

infinitely increased had the cost of production conti-

nued undiminished. If, notwithstanding all the con-

trivances of our Arkvvrights and Watts, to save la-

bour and expence in the production of commodities,

we are still in danger of being undersold by foreign-

ers, it is certain that, without these contrivances,

we should not have been able to withstand their

competition for a single year. It would be not a

little inconsequential, first to complain that our goods

were too high priced for the foreign market, and

then to declaim against the only means by which

their prices can be reduced, and the demand in-

creased !

It is not to increased facilities of production, but to

^he restraints imposed on the freedom of trade, that

those commercial revulsions, we have so frequently

experienced, are really to be ascribed. The inhabi-

tants of Poland, Sweden, France, China, Brazil,

ike. are most desirous to exchange their corn, timber,

iron, wine, silks, tea, sugar, &c. &c. for our products.

These commodities, too, are particularly well fitted

for our markets, and form, indeed, the very articles

our merchants are most anxious to import. It is

plain, therefore, that the decline that has occasion-
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ally taken place in the foreign demand for our pro-

ducts, has not been owing to their excessive supply

—for the foreigners are both able and willing to

purchase them—but to those impolitic and injurious

regulations which fetter and restrict the freedom of

importation and exportation in all commercial coun-

tries. It is not in our power, nor in that of any one

country, to give universal freedom to commerce.

But if we repealed our own restrictive regulations—

if, instead of forcing our people to build their houses

of the inferior and expensive timber of Canada, we

were to allow them to use the better and cheaper

timber of Norway and Sweden ;—and if, instead of

forcing the cultivation of poor soils, that yield only

a scanty and inadequate return, we were to import

the comparatively cheap corn of Poland and the

United States, there can be no doubt that the foreign

demand for our commodities would be astonishingly

increased ; and, what is of perhaps still more im-

portance, it would become comparatively steady.

But it has been said, that any reliefwhich we could

derive from the adoption of a more liberal commer-

cial system, would only be temporary ; that the in-

creased power of production we possess is so vast,

that we should ere long glut the market of tlie world

with our commodities ! This, it must be confessed,

is rather an improbable supposition. But, assuming

that we could, by means of our improved machinery,

manufacture a sufficient supply of cottons to serve

the market of the world, and even to sink their price

below the cost of production, it could have no bad
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consequence, but the reverse. The self-interest of

the manufacturers would immediately suggest to

them the advantage of withdrawing a part of their

capital, and employing it in some other species of in-

dustry. After we had reverted to the sound principle

of free trade, the demand for our commodities would

be comparatively steady. It would no longer be

materially affected by the circumstance of our har-

vests being more or less productive than ordinary, or

by any of those contingencies which now exert so

great an influence on our trade. And if it was

found that, on an average of two or three years, we

had not been able to dispose of our cottons, woollens,

&c. with a sufficient profit, it would be a proof that

their production had been carried to too great an ex-

tent ; and as there could be no rational prospect of

the demand being speedily increased, manufacturers

would not be tempted, as at present, to linger on in

a disadvantageous employment, but would transfer a

portion of their capitals to other businesses ; and the

supply of goods being thus diminished, their price

would rise to its proper level.

Still, however, it may be urged, that, under a li-

beral commercial system, we might not only be able

to manufacture too much of one, but of every com-

modity demanded by foreigners. But admitting that

such were the case, still it would not afford any

ground whatever for doubting, that an increase of

the powers of production would even then be attend-

ed with great and unmixed advantage. If foreign-

ers are unable to furnish us with the equivalents
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which we wish to obtain in exchange for the products

we have sent abroad, we must relinquisli tlie produc-

tion of the exported commodities, and directly pro-

duce those we intended to import. Now, the real

question comes to be—if a question can be raised on

such a subject—Whether it is advantageous that we

should be able to produce these commodities cheap-

ly, or not ? Foreign trade is beneficial, because a

country, by exporting the produce of those branches

of industry in which it has some peculiar advantage,

is enabled to import the produce of those branches in

which the advantage is on the side of the foreigner.

But, to insure this benefit, it is not necessary that

the whole capital of the country should be invested

in those particular branches. England can furnish

better and cheaper cottons than any other country ;

but it is not therefore contended, that she ought to

produce nothing but cottons. If she were able to

furnish the same supply of cottons as at present with

a tenth part of the capital and labour, is it not plain

that her means of producing all other commodities

would be prodigiously augmented ?

But it is contended, that these means would not

be put in requisition ; and that it is impossible so

great a saving of labour could take place in a branch of

industry employing a million and upwards of people,

with any rational prospect of sucli an increase in the

demand for labour in other employments, as would

take up the hands that would be thrown idle. As

this is an objection which has been reproduced in a

thousand different shapes, and on which much stress
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has been laid, it will be proper to examine it some-

what in detail.

In the j^rA7 place, then, it is necessary to observe,

that an improvement which had the effect to sink the

price of cottons nine-tenths,—that is, which enabled

one-tenth of the capital and labour now engaged in

that manufacture, to produce the same quantity of

commodities, could not possibly throw the other

nine-tenths out of employment. The demand for

cottons, instead ofremaining stationary, would, under

such circumstances, be very greatly increased. Those

who subsist by their labour, and whose command

over the necessaries and luxuries of life is always

comparatively limited, form an immense majority

of the population of every country. And any con-

siderable reduction in the price of a commodity in

general use, has almost always been found to ex-

tend the demand for it in a much greater propor-

tion. This has been eminently the case in the

cotton manufacture itself. It is perhaps impossible

to name another branch of industry in which the

powers of production have been so much increased
;

and yet, it is certain that the extension of the mar-

ket, consequent upon every new invention to save

labour and expence, has always occasioned the em-

ployment of an additional number of hands. Nor,

is there any reason to conclude that the effect of im-

provements in time to come, will be in any respect

different from their effects hitherto. Such a re-

duction of price as has been supposed, would give

our cottons a decided superiority in every market in



CAUSE OF GLUTS. 177

the world. Foreign governments would in vain at-

tempt to prohibit their introduction. Cheap goods

are always sure to make their way through every barri-

er.

—

Fer medios h^e satellites amatit,—In the words

of Sir- Josiah Child ;
" They that can give the best

price for a commodityy shall never fail to have it

by one means or others 7iotwithslanding the opposi-

tion of any laws, or interposition of any power by

sea or land; ofsuchforce, subtiltyy and violence, is

the general course of trade,** *

But, in the second place, it is not difficult to

show, that the advantages attending the introduction

of machinery do not, as Mr Malthus supposes, at

all depend on the market extending in proportion to

the reduction in the price of commodities. They

are equally great in cases where no such extension

can take place.—Suppose the price of cottons were

reduced in the proportion of ten to one ; if the de-

mand for them could not be extended, it is certainly

true, that nine-tenths of the capital and labourers

engaged in the cotton manufacture would be thrown

out of that employment : But it is equally certain,

that there would be a proportional extension of the

demand for the produce pf other branches of indus-

try. It must be remembered, that the means by which

the purchasers of cottons formerly paid for those that

were high-priced, could not be diininishcd by the fa-

cility of their production being increased and their

price reduced. They would still have the same

* Discourse about Trade, p. 129. Ed. lf)90

M
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capital to employ, and the same revenue to expend.

The only difference would be, that one pound would

henceforth purchase as large a supply of cotton goods

as ten pounds did before ; and that the remaining

nine pounds would be applied to the purchase of

some other species of commodities.—That theywould

be so applied is certain ; for although we may have

enough of one particular commodity, it is absolutely

impossible that we can ever have what we should

reckon a sufficient supply of all sorts of commodi-

ties. There are no limits to the passion for accu-

mulation.

Nee CrcEsiforluna unquam nee Persica Regna

Suffieient animo—

The portion of revenue that had been set free by

the fall in the price of cottons, would not be permit-

ted to lie idle in our pockets. It would unquestionably

be applied to purchase an additional quantity of some-

thing else. The total effective demand of the society

would not, therefore, be in the slightest degree im-

paired. Whatever capital and labour had been disen-

gaged from the manufacture of cottons, would after-

wards be as profitably emplpyed in the production of

those commodities, for which there would be an equi-

valent increase ofdemand: So that, after the lapse of

such a period as would permit their transfer to those

new employments, labourers would be in as great de-

mand as before, while every individual would be able to

obtain ten times the former quantity of cottons for
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the same quantity of labour, or of any other commo-

dity whose real value had remained constant.

It has, however, been contended, * that when ma-

chinery is employed to perform work which has

previously been performed by means of labourers,

the price of the commodity is seldom or never di-

minished to such an extent as to render the reduc-

tion of price equivalent to the wages of the labourers

thrown out of employment. The invention of ma-

chinery, says M. Sismondi, which would produce

cottons 5 per cent, below the present prices, would

occasion the dismissal of every cotton-spinner and

weaver in England ; while the increased demand for

other commodities, occasioned by this trifling saving,

would barely afford employment for 5 per cent,

or one twentieth part of the disengaged hands

;

so that were an improvement of this kind to take

place, the vast majority of these persons must ei-

ther be starved outright, or provided for in the

workhouse. But, in making this statement, M.
Sismondi has neglected one most important element

—he has not told us how his machines are to be pro-

duced. If, as M. Sismondi has tacitly assumed, the

machines cost nothing—if, like atmospheric air, they

are the free gift of Providence, and do not require

any labour to produce them—then, instead of prices

falling5percent.,they wouldfall to nothings and every

farthing that had formerly been applied to purchase

cottons, would be set at liberty, and applied to the

* Sismondi Novcaux Principes, Tome 2de, p. 325.
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purchase of other commodities. But if, by stating

that tlie introduction of new machinery has reduced

the price of cottons 5 per cent., M. Sismondi means,

as he must do, tliat L. 20,000 invested in one of his

improved machines, will produce the same quantity

of cottons as L. 21,000 employed as circulating capi-

tal, or in the machinery now in use ; then it is plain,

that 1 5 parts of all the capital formerly employed in

the cotton manufacture will henceforth be employed

in the manufacture of machinery, and that the other ^'j

part will form a fund to support the labourers engaged

in producing the commodities for which, owing to the

fall of 5 per cent, in the price of cottons, a propor-

tionally greater demand must be experienced. In

this case, therefore, it is plain that, instead of twen-

ty out of every twenty-one labourers employed in

the cotton manufacture being turned out of employ-

ment, there would not be a single individual in that

situation. But as this reasoning proceeds on the

supposition that the machines would last only one

year, M. Sismondi might still contend, that, if they

were fitted to last ten or Iweiiiif years, there would

be a deficiency of employment. The truth is,

however, that the reverse holds ; and that, instead of

being diminished, the demand for labour would be

increased, according to the greater durability of the

machines. Suppose profits are 10 per cent. ; when a

capital of L. 20,000 is invested in a machine calcu-

lated to last one year, the goods produced by it must

sell for L. 22,000, viz. L. 2000 as profits, and

L. 20,()0() to replace the machine itself. But if the
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machine were iitted to last ten years, then the goods

produced by it, instead of selhng for L. 22,000,

would only sell for L. 3254. viz. L. 2000 as profits,

and L. 1254 to accumulate as an annuity for ten

years, to replace the original capital of L. 20,000.

Thus it appears, that, by introducing a machine con-

structed with an equal capital, which should last ten

years instead of one year, the prices of the commodi-

ties produced by it would be sunk to about one-

seventh of their former price. The consumers of

cottons would, therefore, by means of their equally

increased demand for other articles, henceforth afford

employment for six-sevenths of the disengaged la-

bourers. But this is not the only effect that would

be produced. The proprietor of the machine would

have, exclusive of the ordinary profit on hi$ capital,

at the end of the first year, an additional stock of

L. 1254, or Ath of the value of his machine, which

he must necessarily expend in one way or other in

the payment of wages; at the end of the second year,

this additional revenue or stock would be increased

to about ^th of the value of the machine; and, in the

latter years of its existence, it is plain that, instead

of having declined, the demand for labour must have

very nearly doubled.

It appears, therefore, that no introduction of

machines having a tendency to lower the price

and to increase the supply of commodities, can pos-

sibly diminish the donand for labour, or reduce the

rate of wages. The introduction of such machines

into one employment, necessarily occasions an
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equal or greater demand for the disengaged la-

bourers in some other emplni/ment. The only

hardship which they ever impose on the labourer,

is, tliat in some cases they force him to change his bu-

siness. This, however, is not a very material one. A
person who has been trained to habits of industry and

application, can be easily moved from one employ-

ment to another. The various subordinate branch-

es of all the great departments of industry have so

many things in common, that an individual who has

attained to any considerable proficiency in one, has

seldom much difficulty in attaining to a like profi-

ciency in any other. It is easy for a weaver of cot-

tons to become a weaver of woollen cloths, or of li-

nen ; and it would require a very limited degree of

instruction, to teach the maker of a cart or plough

to construct a thrashing-machine.

Mr Malthus, however, is not satisfied with this

reasoning. " In withdrawing capital," he says,

" from one employment, and placing it in another,

there is almost always a considerable loss. Even if

the whole of the remainder were directly employed,

it would be less in amount. Though it might yield

a greater produce, it would not command the same

quantity of labour as before ; and, unless more menial

servants were used, many persons would be thrown

out of employment ; and thus the power of the

whole capital to command the same quantity of la-

bour, would evidently depend upon the contingency

of the vacant capitals being withdrawn undiminished

from their old occupations, and finding innnediately
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equivalent employment in others.*'* Mr Malthus

means by this to state, that, although the effective

demand of the society would not be diminished by

an increased facility of production—for he distinctly

admits that no such diminution would take place

—

yet, unless the whole fixed capital^ which had been

rendered useless by the improvement, could be with-

drawn, and invested in some other branch, there

would be no means of supplying this demand, or of

employing the same quantity of labour as before.

But this objection is grounded on a mistake, into which

it is not a little surprising Mr Malthus should have

fallen. A manufacturer's power to employ labour does

not depend on the entire amount of his capital, but on

the amount of that portion only which is circulating.

A capitalist who is possessed of a hundred steam-en-

gines, and of L. 50,000 of circulating capital, has no

greater demand for labour, and does not, in fact, era-

.

ploy a single workman more than the capitalist who

has no machinery, and only L. ,50,000 devoted exclu-

sively to thepayment ofwages. All this portion could,

however, be withdrawn ; and, as it is by its extent that

the extent of the power to employ labour is always

regulated, it cannot be true, that, when capitals are

transferred from one business to another, " many per-

sons would be thrown out of employment."

It is certainly true, that the individual who is

obliged to transfer his capital from one business to

another, will lose all the profit he formerly derived

* Principles of Political Economij, p. 404.
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from that portion wliicli cannot be transferred. Bii(,

is the introduction of improved machinery to be pre-

vented, because the old chnnsy machinery previously

used may be superseded, and the capital invested

in it lost ? A few individuals may lose ; but the whole

society is always sure to derive a great accession of

wealth from the adoption of every device by which

labour can be saved. It has been already shown, that

neither the power nor the will to purchase commodi-

ties, is, or can be diminished by the introduction

of machines which facilitate production ; and as

the power to employ labour depends on the amount

of circulating capital, which can be withdrawn with-

out loss, it is plain it could not be diminished. The
wages of labour would, therefore, continue as high

as before, while the reduction in the price of com-

modities would enable these wages to exchange for

a greater share of the necessaries and comforts of life.

It appears, therefore, however much it may be at

variance viiih the common opinions on the subject,

that an improvement in machinery is always more

advantageous to the labourer than the capitalist.

In particular cases, it may reduce the profits of the

latter, and destroy a portion of his capital ; but it

cannot, in any case, diminish the wages of the la-

bourer, while it must lower the value of commodi-

ties, and improve his condition.

It may be conceded toMr Malthus that, were the fo-

reign demand foi' our cottons and hardware suddenly

to cease, it might be diflicult, perhaps impossible, to

find equally advantageous employments for the capital

4
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and labour that would thus be thrown out of employ-

ment. * But although this is a good reason why

we should be extremely cautious about adopting

such measures as may have any tendency to place

our foreign customers in a situation to manufacture

for themselves, or to induce them forcibly to exclude

us from their markets, it is not easy to see why it

should have induced Mr Malthus to question the

advantage of improvements in machinery. It still

appears to me, that an increased facility of produc-

tion would be as advantageous in a country surround-

ed by Bishop Berkeley's wall of brass, as in a coun-

try maintaining an extensive intercourse with all the

other countries of the w^orld. We can have no mo-

tive to induce us to export cottons or other products,

except a desire to exchange them for such commo-

dities as we wish to import from abroad. It is pos-

sible, however, that foreigners may refuse to give us

these commodities in exchange for our cottons and

hardware ; and it is plain that, in such a case, we

must either offer them some other commodity, which

they may be disposed to accept as an equivalent, or,

if that be impossible, we must ourselves set about

producing the commoclities we wish to obtain. Now,

supposing that we are compelled to have recourse to

this latter alternative, and that, instead of importing

the wines of Portugal, the sugars of the West Indies,

and the corn of Poland, we are obliged directly to pro-

duce these or equivalent articles at home, is it possi-

Principles of Political Ecouomi/, p. 411.
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ble to doubt that it would be of the greatest advan-

tage were we to discover processes whereby we might

be able to obtain them, or their substitutes, as cheap

or cheaper than before ? Mr Malthus has indeed

said, that there are no grounds for supposing that

such an improvement could take place ; and I am

not disposed to dissent from this opinion. But the

question is not, whether the improvement can be

made, but whether, if made, it would not be greatly

and signally beneficial ?—and whether every ap-

proach to it be not advantageous ?

It will be observed, that, in arguing this question, it

has been supposed throughout, that the object which

the person who constructs a machine has in view, is, to

lower the cost of the commodities to be produced by its

agency, and, consequently, to increase their quantity.

But Mr Ricardo has supposed,* that a machine might

be introduced, not in the view of reducing the cost

of comm.odities, but because it would give its owner

the same, or, at all events, but a very little more,

net profit, than he derived from the employment of

labour ; and in such a case, there can be no doubt,

that the immediate effect of the introduction of the

machine, would be most injurious to the labourer.

To render this more intelligible, let us suppose that

profits are 10 per cent, and that a capitalist has a

capital of L. 10,000 employed in paying the wages of

workmen, who produce him as much cloth as sells

Pr'uniplcs nf Po/ilical Econo7m/ and Taxation, 8d edit,

p. 4()G.
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at the end of the year fer L. 11,000, that is L. 10,000

to replace his capital, and L. 1000 as profits. Mr
H icardo says, that it will be indifferent to this capita-

list, whether he invests his capital of L.10,000 in a

very durable machine, that will produce only the one

eleventh oi t\\Q cXothy or as much as will yield the

L. 1 000 of profits ; though, if he does this, it is obvi-

ous, that all the workmen he employed will be turn-

ed adrift, and there will no longer be either a de-

mand for their services, or a fund for their mainte-

nance. But though such a case is possible, it may,

nevertheless, be safely affirmed, that it has never

hitherto actually occurred, and that it is extremely

unlikely it ever will. Capitalists never resort to ma-

chines, unless when they expect to produce, by their

means, the same supply of commodities as before, at a

cheaper rate. Ifthey were to act on the principles sup-

posed by Mr Ricardo, those who had previously been

bringing 110,000 yards of cloth to market, of which

10,000 were profits, would, in future, bring only

these 10,000 ; and under such circumstances, every

fresh introduction of machinery would inevitably be

followed by a diminished supply ofcommodities^ and

a rise ofprices. But the opposite effects, as every

one knows, have hitherto always followed, and, we

may confidently predict, will always continue to fol-

low, every introduction of machinery. No man would

choose to invest his capital in a machine from which

it could not be withdrawn, were it only to yield the

same, or but a little more profits, than it did when

employed in supporting labourers ; for this would be
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to expose liis fortune to very considerable hazard from

the caprices of fashion, at the same time that it would

greatly lessen his influence and consideration in the

country. The case supposed by Mr Ricardo is bare-

ly possible. In the actual business of the world,

machines are never introduced to lessen, but always

to augment gross j)f'oduce ; or, which is the same

thing, they are introduced only when it is believed

they can supply the existing demand at a cheaper

rate than it could be supplied before ; and it has been

sufficiently proved, that while they do this, they can

never occasion the least injury to the labourer, but

must, on the contrary, be highly beneficial to him.

It appears, therefore, that the utmost facility of pro-

duction can never be injurious, but must always be

attended with the greatest advantage. " Augmen-

ter la reproduction annuelle, la porter aussi loin

qu*elle peut aller, en debarassant de toute entrave

et en animant Tactivite des hommes, voila le grand

but que doit se proposer le gouvernement." * An
excess of one particular commodity maybe occasion-

ally produced ; but it is quite impossible that there

can be too great a supply of every commodity. The
fault is not in producing too much, but in producing

commodities which cither do not suit the tastes of

those with whom we wish to exchange them, or

which we cannot ourselves consume. If we attend

to these two grand requisites,—if we produce such

commodities only as can be taken off by those to

* Dignnn Es.tai sur J' Ecouoniic PoJidqvr, p. 134.
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whom we offer them for sale, or such as are directly

available to our own use, we may increase the power

of production a thousand or a million of times, and

we shall be just as free of all excess as if we diminish-

ed it in the same proportion. Every person in

possession of commodities is qualified to become a

demander. But if, instead of bringing them to

market, he chooses to consume them himself, there is

obviously an end of the matter ; and it is plain, that

the multiplication of such commodities to infinity,

could never occasion a glut. Suppose, however,

that he does not consume them himself—that he

wishes to obtain other commodities, and that he of-

fers them in exchange. In this case—and in this

case only—there may be a glut ; but how does it

arise ? Not certainly because there has been an ex-

cess of production, but because the producers have

not properly adapted their means to their ends.

They wanted, for example, to obtain silks, and they

oflPered cottons in exchange for them : the proprietors

of the silks were, however, already sufficiently sup-

plied with cottons, and they wanted broad cloths.

The cause of the glut is therefore obvious : It con-

sists not in over production, but in the production

of cottons which were not wanted, instead of broad

cloths which were wanted. Let this error be recti-

fied, and the glut will disappear. Even on the sup-

position that the proprietors of silks are not only sup-

plied with cottons, but that they are also supplied

with cloth, and every other commodity which it is

in the power of the demanders to produce, the prin-
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ciple for which we are contending would not be in-

validated. For, if those who want silks cannot ob-

tain them in exchange for broad cloths, or such other

commodities as they are either possessed of, or can

produce, they have an obvious resource at hand

—

they can abandon the production of the commo-

dities which they do not want, and apply them-

selves directly to the production of those which

they do want, or of substitutes for them. In no

case, therefore, whether a country has or has not

an intercourse with its neighbours, or whether the

market for its commodities can or cannot be extend-

ed, can an increased facility of production ever be

attended with the slightest inconvenience. We might

with equal truth pretend, that an increased fertility

of soil and an increased salubrity of climate are in-

jurious. Such commodities as are carried to market,

are produced only in the view of obtaining others in

exchange for them ; and the fact of their being in

excess, affords of itself a conclusive proof, that there

is a corresponding deficiency in the supply of those

they were intended to buy, or to be exchanged for.

An universal glut of all sorts of commodities is,

therefore, impossible : Every excess in one class

must be balanced by an equal deficiency in some

other. It is not the increase, but the xvro?ig ap-

plication of productive power, the improper adap-

tation of means to ends, that is in every case the spe-

cific cause of gluts. And it is plain tliat the real

and only effectual remedy for this evil is be found in

the perfect freedom of industry, and in the establish-
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ment of a liberal and enlarged system of commercial

policy. Were we gradually to recur to the sound

principle of free trade, and to renounce every at-

tempt to foster and encourage one branch of in-

dustry more than another, the chances of injudicious

production would be very greatly diminished, and,

when it did occur, it would be much sooner recti-

fied. Hitherto, when too much capital has been at-

tracted to one branch of industry, instead of leaving

it to find out other channels of investment for itself.

Government has generally interfered to prevent the

restoration of that natural equilibrium between the

price and cost of production which the ardour of

speculation may sometimes derange ; but which the

self-interest of those concerned will, when let alone,

infallibly restore. It is to this interference on the

part of Government, that nine-tenths of the gluts

which now occur may be traced. The restrictive and

prohibitive system has wrenched society out of its na-

tural position. It has placed every thing on an inse-

cure basis. Our corn laws, for example, by raising

the average price of corn in Great Britain to nearly

double its price in every other country, prevents ail ex-

portation in a year of unusual plenty until the price

has sunk 40 or 50 per cent, below the cost of produc-

tion, or until the agriculturists have been involved

in the extreme of misery and ruin. Such is univer-

sally the case. Every artificial stimulus, whatever

may be its momentary effect on the department of

industry to which it is applied, is immediately disad-

vantageous to others, and ultimately ruinous to that
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which it was intended to promote. No arbitrary re-

gulation, no act of the Legislature, can add any

thing to the capital of the country ; it can only force

it into artificial channels. Besides, after a sufficien-

cy of capital has flowed into these channels, a re-

action must commence. There can be no foreign

vent for their surplus produce ; and whenever any

change of fashion, or fluctuation in the taste of the

consumers occasions a falling ofF in the demand,

the warehouses are sure to be filled with commodities

which, in a state of freedom, would not have been

produced. The ignorant and the interested always

ascribe such gluts to an excess of productive power.

The truth is, however, that they conclusively indi-

cate its diminution ; and that they are the necessary

and inevitable result of the application of those poi-

sonous nostrums by which the natural and healthy

state of the public economy is vitiated and de-

ranged. *

* M. Say was the first who showed, in a satisfactory manner,

that effective demand depends upon production (see his cliap-

ter de Debouches ;) and that gluts are the result of the misap-

plication, and not of the increase, of productive power. Tlie

same important principle was soon after developed hy Mr
Mill ; \\ ho has illustrated it with his accustomed talent, both in

his admirable tract entitled. Commerce Defended, (p. 80.) and

in his Elemeid.s, (p. 222.)

But, although the establishment of this principle is wliolly

due to the distinguished authors just mentioned, it liad been

noticed by Dean Tucker, in a pamphlet publislied in 1 752,

(Qucricx on ihe Nulnralizalion Bill, p. 13 ;) and is very clear-
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Section V.

Poptdatiou alwaijs proportioned to the means of Subsistence—
Capacity of the principle of Population to repair the ravages

of Plagues and Famines—Comparative increase of Capital

and Population.

The circumstances most favourable for the produc-

tion of wealth being thus traced and exhibited, we

shall now shortly investigate those that determine

the increase and diminution of man himself.

From the remotest antiquity down to our own

times, it had been the uniform policy of legislators

to give an artificial stimulus to population, by en-

couraging early marriages, and bestowing rewards

on those who had reared the greatest number of

children. But the researches of Mr Malthus, who,

though not the original discoverer of the principle of

population, was certainly the first to establish it on a

secure foundation, have shown the mischievous nature

ly stated in a Tract published in 1795

—

" Demand/' says the

writer, " is at all times regulated by production, which it

never can exceed, and which it must always accompany

—

While there is production there must be demand, nor is it pos-

sible to conceive the one without the other. To suppose that

there may be a production of commodities without a demand

—provided these commodities be of the right species, and no

individual can have any interest in producing any other—is as

absurd as to suppose, that the revenues of the several indivi-

duals composing the society may be too great for tlieir consump-

tion

—

Sketch of ihe Advance and Decline of Nations, p. 82.

N
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yo£ all such interference. They have shown, that

every increase in the numbers of the people, occa-

sioned by artificial expedients, and which is not

either preceded or accompanied by a corresponding-

increase in the means of subsistence, can be produc-

tive only of misery, or of increased mortality ;—that

the difficulty never is to bring human beings into

the world, but to feed, clothe, and educate them

when there ;—that mankind do every where increase

their numbers, till their multiplication is restrained

by the difficulty ofproviding subsistence, and the con-

sequent poverty of some part of the society ;—and

that, consequently, instead ofattempting to strenghen

the principle of increase, we should invariably endea-

vour to control and regulate it.

If the extraordinary pains most governments have

taken to encourage the increase of population had

not been positively pernicious, it is pretty evident

they were at any rate quite uncalled for and unneces-

sary. Man does not require any adventitious in-

ducement to stimulate him to enter into the matri-

monial state. Wherever two persons have the means

of subsisting, a marriage invariably takes place.

*' The demand for meriy" says Dr Smith, *' like

that for any other commodity, necessarily regu-

lates the production of men
;
quickens it when it

goes on too slowly j and stops it when it advances

too fast. It is this demand which regulates and de-

termines the state of population in all the different

countries of the world—in North America, in Eu-

rope, and in China ; which renders it rapidly pro- .
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gressive in the first, slow and gradual in the second,

and altogether stationary in the last."* The widest

and most comprehensive experience confirms the

truth of this remark. Those who inquire into the

past and present state of the world, will find, that

the population of all countries has been invariably

proportioned to their means of subsistence. When-

ever these means have been increased, population has

also been increased, or been better provided for ; and

when they have been diminished, the population has

been worse provided for, or has sustained an actual

diminution of numbers, or both effects have follow-

ed.

But the principle of increase in the human race is

so powerful as not only to keep the population of the

most favoured countries, and where industry is most

productive, up to the means of subsistence, but to

give it a strong tendency to exceed them. Not a

few of the inhabitants of those countries that are

making the most rapid advances in the accumulation

of wealth, have to maintain a constant struggle with

poverty, and are but insufficiently supplied with the

articles necessary to provide for the wants of a nu-

merous family. Subsistence is the grand desidera-

tum. If it be supplied in sufficient abundance, popu-

lation may safely be left to take care of itself. So far

from there being the least risk of its falling below the

means of subsistence, the danger is all on the other

side. There are no limits to the prolific power of

* I. p. 22.
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plants and animals. They are all endued with a prin-

ciple which impels them to increase their numbers

beyond the nourishment prepared for them. The

whole surface of the earth might be gradually cover-

ed with shoots derived from a single plant ; and

though it were destitute of all other inhabitants, it

might, in a few ages, be replenished from a single

nation, or even from a single pair.

*' Throughout the animal and vegetable king-

doms," says Mr Malthus, " nature has scattered

the seeds of life with a most profuse and liberal

hand ; but has been comparatively sparing in the

room and nourishment necessary to rear them. The

germs of existence contained in this earth, if they

could freely develope themselves, would fill millions

of worlds in the course of a few thousand years.

Necessity, that imperious, all pervading law of na-

ture, restrains them within the prescribed bounds.

The race of plants, and the race of animals, shrink

under this great restrictive law ; and man cannot by

any efforts of reason escape from it." *

The effect of plagues and epidemic disorders illus-

trates the powerful operation of the principle of popu-

lation in a very striking manner. However afflict-

ing these scourges may be to humanity, there is no

reason to suppose that the world would have been

more populous than it really is, had they been entire-

ly unknown. So long as the means of subsistence

are not impaired, the principle of increase speedily

* Essdij un Vopulalion, I. j). .'?. ~)\\\ Kd.
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fills up the vacuum caused by any unusual mortality.

The diminution of the population improves the cir-

cumstances of those who survive. By lessening the

number of people without lessening the capital that

is to feed and maintain them, it gives them an in-

creased power over subsistence. The period of mar-

riage is, in consequence, accelerated, and the num-

ber of births proportionally increased. It appears

from the tables given by M. Messance, in his va-

luable work on the Population of France, that

the ravages occasioned by the plague of Marseilles,

in 1720, were very soon repaired ; and that, not-

withstanding the diminution of the population, the

marriages became more numerous, and were also

more fruitful, immediately after the mortality had

subsided. But the effects which followed the pes-

tilence that desolated the Prussian dominions, and

the middle parts of Europe, in I7IO and 1711* are

still more remarkable. Sussmilch, whose accuracy

is well known, mentions that, previously to this pes-

tilence, the average annual number of marriages, in

a district of Prussia which had been carefully survey-

ed, amounted to about 6000 ; and, though the pes-

tilence is supposed to have swept off a full third of

the inhabitants, yet, in the year immediately follow-

ing this excessive mortality, the marriages amounted

to double their former number, or to about 12,000 !
*

It would be easy to produce a thousand similar in«

stances of the prodigious activity of the principle of

* iMalthus on Popidalion, Vol. II. p. 170, 5tli ed.
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population, and of its capacity to repair the most

dreadful ravages. It might, for example, have been

supposed, that the massacres of the revolution, and

the bloody wars in which France was constantly en-

gaged for more than twenty years, would have made

a serious inroad on her population. But, instead of

being diminished, the population of France was con-

siderably-increased in the interval between the expul-

sion and restoration of the Bourbons. The abolition

of the feudal privileges of the nobility, and of the

tithes, gahelle, corvees, and other odious and op-

pressive burdens, improved the condition, and stimu-

lated the industry of the people. The means of sub-

sistence were greatly increased ; and the new impulse

that was thus given to the principle of population,

was sufficient, not only to repair the waste occasioned

by the ravages of the guillotine and the sword, but

to make a further addition, in the course of twenty-

five years, of about three millions to the numbers ex-

isting in 1790. The effects of the dreadful plague

that raged in London, in I666, were not perceptible

fifteen or twenty years afterwards. It may even be

doubted, whether Turkey and Egypt are upon an

average much less populous for the plagues which

periodically lay them waste. If the number of peo-

ple which they contain be considerably less now than

formerly, it is rather to be attributed to the tyranny

and brutal oppression of the Turkish government,

which destroys their industry, than to the losses

they sustain by the plague. The traces of the

most destructive fimiincs in China, Hindostan,
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Egypt, and other countries, are very soon obliterat-

ed ; and tlie most tremendous convulsions of na-

ture, such as volcanic eruptions and earthquakes, if

they do not happen so frequently as to frighten

away the inhabitants, or to destroy tlieir industry,

have been found to produce almost no effect on the

average population. *

The extreme importance of controlling the princi-
''

pie of population, may be shown by comparing the

natural ratio of its increase, with the natural ratio of

the increase of capital. We have already seen, that

that portion of the accumulated produce or capital

of a country which consists of food and clothes, or of

the various materials that can be made available to

the support of man, forms the only fund from which

the inhabitants of a civilized country can derive

any portion of their subsistence. And hence it is

plain, that if capital has a natural tendency to in-

crease faster than population, the condition of

society must, generally speaking, become more and

more prosperous : While, on the other hand, if

population has a tendency to increase faster than ca-

pital, and if this tendency be not checked by the pre-

valence of moral restraint, or by the prudence and

forethought of the people, it is equally plain, that

the condition of the people must become gradually

more and more wretched, until the portion of sub-

sistence, falling to the share of the majority, be re-

*Malthus, II. p. 198,
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duced to the lowest pittance that can possibly sup-

port mere animal existence.

It is not possible to obtain any very accurate

estimate of the absolute quantity of capital in a

country at different periods ; but the capacity of

that capital to feed and support human beings, and

the rate of its increase, may, notwithstanding, be

learned with sufficient accuracy, for our purpose, by

referring to the progress of population. It is clear from

the previous statements, that the inhabitants ofa coun-

try, supposing them to have the same, or about the

same, command of the necessaries and conveniences of

life, cannot increase without a corresponding increase

of capital. Whenever, therefore, we find the peo-

ple of a country increasing without any, or with

but very little, variation taking place in their con-

dition, we may conclude, that the capital of that coun-

try is increasing in the same, or very nearly the same

proportion. Now, it has been established beyond all

question, that the population of several of the States

of North America has, after making due allowance

for immigrants, continued to double for a century past

in so short a period as twenty, or at most twenty-five

years ; and as the quantity of necessaries and conveni-

ences, falling to the share of an inhabitant of the Unit-

ed States, has not been materially increased or dimi-

nished during the last century, this increase of popu-

lation is a proof, that the capital of the country has

advanced in a corresponding ratio. But in all old

settled countries, the increase of capital, and, conse-

quently, of population, is much slower. The popu-
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lation of Scotland, for example, is supposed to have

amounted to 1,050,000 in I7OO ; and as it amount-

ed to 2,13.5,000 in 1820, it would follow, on the

principle already stated, that the capital of the coun-

try had required about 120 years to double. * In

like manner, the population of England and Wales a-

mounted to 6,064,000 in I74O, and to 12,256,000

in 1821, showing that the population, and, therefore,

the capital of that country, applicable to the support of

man, or the supply of food, clothes, and other articles

required for the support of human life, had doubled

in about eighty years.

The cause of this discrepancy in the rates at which

capital and population advance in different countries,

is to be found in the circumstance of industry beina:

more productive in some than in others. It is ob-

vious, that the increase of that portion of the capital

of a country which consists of the food and other

raw products required for the subsistence and accom-

modation of man, must be very materially influenced

by the fertility of the soils that are under tillage.

Suppose the science of agriculture to be equal-

ly advanced in two different countries : If the fer-

tility of the soils under cultivation was twice as

great in the one as in the other, it is evident, that

the power of adding to that portion of capital which

consists of food and other ra'.v materials, and which

is always the most important, would be twice as

* It lias more t!mu doubled in this period ; for the condition

of all classes of people has bei'u exceedingly improved.
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great in the country where the soil was of the higli-

est, as in that where it was of the lowest fertility.

It is on this principle, that we are enabled to ac-

count for the extraordinarily rapid increase of capital,

and, consequently, of population, in the United

States, and generally in all colonies planted infertile

and thinly-peopled countries. America possesses a

boundless extent of fertile, and hitherto unoccupied

land
J
and her agriculturists, who are acquainted with

all the arts and sciences of Europe, apply themselves

only to the cultivation of the finest soils. Their in-

dustry is, in consequence, extremely well rewarded.

Each farmer has a great deal more produce than is

required for his own consumption, or that of his fa-

mily ; and as he accumulates the surplus as capital,

there is a proportionally rapid increase of capital, and,

consequently, also of population.

But the situation of Great Britain, and of all old

settled and comparatively populous countries, is en-

tirely different. Ourmost fertile lands have long since

been brought under tillage ; and we are now obliged

to raise whatever additional supplies of food we

require, either by forcing the more fertile lands,

or by resorting to such as are of very inferior pro-

ductive power. The consequence is, that agri-

cultural industry is here comparatively ill rewarded.

A given quantity of labour applied to the worst

lands under tillage in England, does not certainly

yield above half the quantity of food, and other raw

produce, that it would yield were it applied to the

cultivation of lands of the same degree of fertility
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as the worst that are under tillage in the western

States of America ; and, hence, it follows, that the

undertaker of any work in England, who should give

the same amount of produce to his men, as wages,

that is given to labourers in these States, would have

a far less quantity remaining to himself, and would

have a proportionally small power of accumulating

capital. It is true, that, in the event of wages being

reduced when tillage is extended over inferior soils,

the share of the produce falling to the employers of

workmen, is not diminished to the same extent that

production is diminished. But as the labourers must

always obtain such a supply of necessaries and con-

veniences as is sufficient to enable them to exist, and

continue their race, no very considerable reduction

can, in most cases, be made from wages : And,

in point of fact, it is invariably found, that wherever

tillage is widely extended over inferior soils, both

the amount of produce, and the share falling to the

capitalists are very much diminished ; and there is, in

consequence, a comparatively slow increase of capital

and population.

The powerful influence exercised by the quality of

the soils under cultivation on the productiveness of

industry, and, consequently, on the accumulation of

capital, may be learned as well by tracing the pro-

gress of cultivation in the same country, as by com-

paring its state in different countries. It is stated,

for example, by Messrs Iveson, Harvey, Wakefield,

and other intelligent witnesses examined by the Com-

mittee of the House of Commons, appointed, in 1822,
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to inquire into the state of agriculture, that the best

lands under tillage in England yield from thirty-six

to forty bushels of wheat per acre, while the worst

lands under tillage only yield from eight to ten bush-

els. Now, it is apparent that, with an equal de-

gree of agricultural skill, there would have been four

times the quantity of produce obtained by the agency

of a given quantity of labour, when the best lands in

England only were cultivated, that will now be ob-

tained by applying the same quantity of labour to the

culture of the worst lands under tillage ; and sup-

posing other things to have been about equal at the

two periods, there would have been in the first/owr

times the power to accumulate capital, and, conse-

quently, to provide for the wants of a population in-

creasing four times as fast as in the latter period.

It is true, that the difference that has actually ob-

tained in the progress of society in England, between

the rates at which capital and population have in-

creased at different periods, has not been proportion-

ed to this difference in the quality of the soils suc-

cessively brought under cultivation ; and this because

the science of agriculture has not been stationary,

but has been, all the while, making constant advan-

ces. It is obvious, however, that if agricultural

science had remained in the same state, the power

of the country to increase its supplies of food, and,

consequently, to provide for the principal wants of

an increasing population, would have varied precise-

ly according to the variations in the qualities of the

soils successively brought under cultivation.

1

1
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But in countries in the situation of England and

the United States, whose inhabitants speak the same

language, and have a very extensive intercourse with

each other, all those arts and sciences that are gene-

rally cultivated in them both, must approach very

near to an equality. No considerable discovery

could be made in agricultural science in England

without its being immediately communicated to Ame-
rica, nor in America without its communication to

England ; and, therefore, if the lands last taken in-

to cultivation in America be possessed of twice or

thrice the productive power of those last taken into

cultivation in England, there can be no doubt that

agricultural industry in the former will be about

twice or three times as productive as in the latter :

and the power which each country will possess of in-

creasing that portion of its capital which consists of

food and other farm produce will be in the same pro-

portion.

It appears, therefore, that the power or capacity

which countries possess of producing sufficient sup-

plies of food to feed their inhabitants, is very differ-

ent at different stages of their progress. In the ear-

lier periods, when population is comparatively limit-

ed, it being only necessary to cultivate the best lands,

industry is comparatively productive, and there is a

rapid increase both of capital and population : But

the best lands in every advancing country of mode-

rate extent are speedily exhausted; and, whenever

this is the case, recourse must unavoidably be had to
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those of interior fertility, to obtain the means of pro-

viding for an increasing population : And with every

inferiorquality of land brought under cultivation, a pro-

portional diminution will be made in the productive-

ness of industry, and in the rate at which capital and

population are advancing. Were cultivation so far

extended in Kentucky and Louisiana, as to render

the lands last subjected to tillage in them ofno great-

er fertility than those last cultivated in Great Britain,

the progress of capital and population would be re-

duced to precisely the same level there and here.

But while the power of all countries to feed addi-

tional inhabitants is thus progressively diminished, ac-

cording to the diminished fertility of the soils which

they must successively bring under cultivation, the

power possessed by their inhabitants of adding to

their numbers, undergoes no sensible change. That

principle, or instinct, which impels man to propa-

gate his species, has appeared in all ages and coun-

tries so nearly the same, that it may, in the lan-

o-uaae of mathematicians, be considered as a cow-

stant quantity. The same power that has doubled

the population of America in twenty or twenty-five

years, is always in operation ; and if the supplies of

food and other articles necessary for the support of

the people continue to increase as fast as they have

done, population will most certainly continue to ad-

vance in the same proportion in all time to come ; or,

at all events, until the space required to carry on the

operations of industry has become deficient. But the



POPULATION. ^07

])rinciple of increase is quite as strong in Yorkshire or

Normandy as it is in Kentucky or Illinois, and yet it is

plainly impossible that the population of England or

France can be doubled in so short a period. Owing

to the greater sterility of the soils we are now cul-

tivating, the quantity of produce to be divided be-

tween the undertakers of work in Great Britain

and their labourers is much less than in America, and

both parties have in consequence a less power of

providing for the wants of a family. These circum-

stances have had a corresponding influence on the

habits of our people. They have felt that it would

be equally ruinous to themselves and their offspring

to enter into matrimonial connections until they had

some reasonable prospect of being able to provide for

the children that might be expected to spring from

them. In consequence, marriages are very generally

deferred to a later period than in America, and a

much larger proportion of the population find it ex-

pedient to pass their lives in a state of celibacy.

And it is fortunate that this is the case ; it is for-

tunate, that the good sense of the people, and their

laudable desire to preserve their place in society,

has made them control the violence of their pas-

sions, and disregard the dicta of so many spurious

advisers. Man cannot possibly increase beyond the

means of subsistence provided for his support : And7
therefore, it is quite obvious and certain, that if the

natural tendency of population to increase, in coun-

tries advanced in the career of civilization, and
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where there is, in consequence, a considerably in-

creased difficulty of providing supplies of food, be

not checked by the prevalence of moral restraint, or

by the prudence and forethought of the people, it

must be checked by the prevalence of vice, misery

and famine. There is no alternative. The popu-

lation of every country has a power, supposing food

to be adequately supplied, to go on doubling every

five-and-twenty years : But as the limited extent

^ and limited fertility of the soil render it impossible

to go on producing food in this ratio, it necessarily

follows, that unless the passions are moderated, and

a proportional check given to the increase of popula-

tion, the standard of human subsistence will not on-

ly be reduced to the lowest assignable limit, but fa-

mine and pestilence will be perpetually at work to

-^ relieve the population of wretches born only to be

starved.

The only criterion, then, of a real, and beneficial

increase in the population of a country, is the in-

crease in the means of its subsistence. If these

means are not increased, an increase in the number

of births can be productive only of increased misery

and mortality, " Other circumstances being the

same," says Mr Malthus, *' it may be affirmed that

countries are populous according to the quantity of

food they can produce or acquire ; and happy, ac-

cording to the liberality with which this food is di-

vided, or the quantity which a day's labour will pur-

chase. Corn countries are more populous than pas-



POPULATION. 209

ture countries, and rice countries more populous

than corn countries. But, their happiness does not

depend either upon their being more or less densely

peopled, upon their poverty or their riches, their

youth or their age, hut on the proportion 'which the

population and thefood bear to each other.***

Essaij on Population, II. p. 214.



PRINCIPLES
OF

POLITICAL ECONOMY

PART III.

DISTRIBUTION OF WEALTH.

The various methods by which that labour which

is the only source of wealth may be rendered most

productive, and the mutual relation and dependence

of the different kinds of industry being previously

traced and exhibited, we now proceed to the third

division of our subject, or to an investigation of the

laws regulating the proportions in which the different

products of art and industry are distributed among

the various classes of the people.

In treating of the production of wealth it was not

necessary to inquire, whether the labour required to

appropriate aud produce commodities, and without

the expenditure of which they would be wholly des-

titute of exchangeable value, was the sole limiting

principle and measure of that value,—or whether it

was not partly derived from other causes, and partly

only from labour. But an acquaintance with the cir-

cumstances which determine the value of commodi-
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ties, in all the different stages of society, is absolute-

ly necessary to enable us to ascertain the principles

which regulate their distribution.

Section I.

Value of' Iwo sorts—(1.) Exchaiigeable Value—How it is

determified—Conditions required to render a Commodity invari-

able in its Exchangeable Value—(2.)Real Value—How it is

determined—Conditions required to render a Commodity inva-

riable in its Real Value—Quantity of Labour required to pro-

duce a Commoditii different from the quantity of Labour for

which it nnll exchange.

The value of a commodity may be considered in

a double point of view ; either, 1.9/, in relation to the

power or capacity which it possesses of exchanging

for, or purchasing, certain quantities of labour, or of

other commodities obtainable only by means of la-

bour ; or, 2g?, in relation to the quantity of labour

that has been expended in its appropriation or pro-

duction, or that would be required for that purpose at

the period when the investigation is made.

Value, considered in the,;?r.s^ point of view, is usu-

ally denominated exchangeable or i^elative value.

Value, considered in the second \iomt of view, may
be denominated real value.

It is abundantly obvious, that all commodities, pos-

sessed of exchangeable, must also be possessed of

real value, and vice versa.

I. Exchangeable Value.— All commodities
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which are in demand, and which require any portion

of voluntary labour to obtain them, are possessed of

value,—that is, of the power or capacity of exchang-

ing for labour or for other commodities : For, to em-

ploy labour in the production or appropriation of a

commodity, is really to exchange labour for it ; and

any one commodity which it has required labour to

obtain, will naturally be of the same value as, or will

have the power or capacity of exchanging for, any

other commodity obtainable only by the same quan-

tity of labour.

But though exchangeable value, or the capacity of

exchanging for other things, is a quality inherent in all

commodities which are not the spontaneous produc-

tions of nature, it is one that can neither be manifest-

ed nor appreciated, except when they are compared

with each other, or with labour. It is indeed quite im-

possible to speak of the value of a commodity without

either referring to some other commodity or to labour

as a standard. No one article, or product, can have any

exchangeable value except in relation to some other

article or product that either is or may be exchanged

for it. It would be just as correct to talk about ab-

solute height or absolute depth, as about absolute va-

lue in exchange. A is said to be valuable, or pos-

sessed of value, because it has the power of exchang-

ing for a given quantity of B or C ; and it is evi-

dent, that the quantity of B or C, for which A ex-

changes, forms the only attainable measure of, or ex>

pression for, the value of A
;
just as the quantity of
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A forms the only attainable measure of or expres-

sion for the value of B or C.

It follows, from the circumstance of exchangeable

value being the power which a commodity has of

exchanging for other commodities or for labour, that

the exchangeable value of no one commodity can

vary without occasioning a simultaneous variation in

the exchangeable value of all those with which it is

compared. Suppose that a bushel of corn ex

changed, in 1820, for five shillings, and that it now

exchanges for ten shillings : In this case, it is evi-

dent that corn has doubled in value as compared

with silver ; or, which is the same thing, that silver

has lost a half of its value as compared with corn.

This case is, mutatis mutandis^ the identical case of

all commodities or products exchanged against one

another. If A rises, it must be in relation to some-

thing else, as B ; and if B falls, it must be in relation

to something else, as A ; so that it is obviously im-

possible to change the relation of A to B, without

at the same time changing that of B to A.

It appears, therefore, that no commodity can he

constant or invariable in its exchangeable value,

unless it will at all times exchangefor, or purchase,

the same quantity of all other commodities and of

labour. Suppose A exchanges for one B, two C,

three D, &c. its exchangeable value will be con-

stant, provided it always preserves its present relation

to them, but not otherwise. And it is obvious, that

to communicate this constancy of value to A, it would

be indispensable that those circumstances, whatever
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they may be, that now determine its relation to, or its

power to exchange for or purchase the commodities,

B, C, D, &c. should, in all time to come, continue

to exert precisely the same relative influence on it

and them.* Experience, by exhibiting the exchange-

able value of commodities in a state of constant

fluctuation, sufficiently proves that the circumstances

under which they are actually produced are wide-

ly different in their operation from those now sup-

posed. Perhaps, however, it may be worth while

to obseiTe, that, if commodities had been really

produced under these circumstances, not A only,

but every other commodity would have been an in-

variable standard
;
just as any given commodity in a

market may be used as a standard to which to refer

the value of all the rest. It is evident, too, that

the possession of such an invariable standard would

be of no use whatever : All that it would teach us

would be, that the causes which first made A ex-

change for B, continued to affect them both to the

1 ,same proportional extent ; but of the nature of those

causes, and the intensity of their operation, we should

; Jbe left wholly in the dark.

II. Real Value.—Having thus ascertained that

the exchangeable value of any one commodity must

always be expressed by the relation it bears to some

* Tlie conditions essential to tlio production of an invari-

able measure of exchangeable value wvro first clearly pointed

out in the Dissert aliaii on (he Nature, Mrn.\i/res\ and Causes of
lvalue, p. 17.
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other commodity or to labour, the next object that

claims our attention is the investigation of the circum-

stances which determine this relation, or of the

regulating principle of value. Suppose A is now

equal to B; if, a month hence, A should become

equal to two B, the fact of this variation having taken

place, would communicate nothing that could inform

us how it had been occasioned. But, if we ascertain

the cause why A once exchanged for, or was equal

in value to B, we shall, by tracing the operation of

this cause, be able to arrive at some more definite

conclusions.

It has been already seen that no commodity either

is or can be possessed of value, or of the power of

exchanging for any thing else, unless it is in de-

mandj and unless some portion of voluntary labour,

or, as Dr Smith has termed it, of toil and trouble,

has been required for its production or appropriation.

Demand, therefore, may be considered as the ulti-

mate source or cause of both exchangeable and real

value ; and it is the quantity/ of labour required to

render a demand effectual, or the quantity required

to produce, or appropriate the commodities wanted,

that forms the single principle by which their real

value is exclusively regulated and determined. And
it will be afterwards shown, that when there are no

monopolies, and when the supply of commodities in

the market is exactly proportioned to the effectual de- \'\

mand, their exchangeable value is identical with their 1

,

real value. If, then, it should, under such cir-

cumstances, be found that the power of a commo-
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dity, A, to purchase, or exchange for another com-

modity, B, was increased, and if it should also be

found that an equal increase had taken place in the

quantity of labour required to produce A, while

the quantity required to produce B continued the

same, we should be entitled to say, that A had in-

creased in exchangeable value because it had increas-

ed in real value—assuming the toil and trouble oj ac-

quiring any thing to be the measure of its real value,

or of the esteem in which it is held by its possessor,

and, consequently, of the proportion in which he will

exchange it for other things.

The quantity of commodities produced by equal

quantities of toil and trouble is not always equal : But

real\a[\xe depends on the quantity oJ' labour expend-

ed^ and not on the mode in which it is expended, or

on the degree of its productiveness. The various in-

ventions and discoveries by which the productive

powers of labour are augmented, add nothing either

to its real value, or to that of the commodities produc-

ed by its means. A day's labour in a rude state of

society, when the arts are in their infancy, and the

machines used by the labourer comparatively inefficient,

will undoutedly yield a very different quantity of pro-

duce from a day's labour in an advanced and civilized

period, when the arts are highly improved, and

the most powerful machinery universally introduced.

Nothing, however, can be more obvious than that

the sacrifice made by the labourer is just as great in

the one case as in the other. The variation is not

in the amount of physical force, or of labour, exerted
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by the agent that produces, but merely in the mode

in which that force is applied. But however the

same quantity of labour may be laid out, and what-

ever may be the amount of its produce, its perform-

ance must unavoidably occasion the .same sacrifice

to those by whom it is performed ; and hence it is

plain, that the products of equal quantities of labour,

or of toil and trouble, must, however much they may

differ in magnitude, always be of precisely the same

real value. Nothing that is valuable can be obtained

except by the exertion of a certain amount of labour,

or of physical force. This is the price that man must

pay for all things not spontaneously furnished by na-

ture ; and it is plainly by the magnitude of the price

so paid, and not by the magnitude of the things them-

selves, that their real value is to be estimated.

So long, therefore, as we consider quantities of la-

bour and commodities in reference only to one ano-

ther, without considering them in reference to the

sacrifice their production or performance imposes

on man, we have no means by which to ascertain

the causes of variation in the exchangeable value

of commodities. And if it were impossible to dis-

cover these causes, the science of Political Econo-

my, as now understood, could not exist. It would be

worse than idle to set about inquiring into the causes

which determine the value of commodities, if that va-

lue were altogether capricious and dependent on no

fixed principle. If a commodity. A, for example,

exchanges at one time for a quantity of labour, B,

and at another time for twice that quantity, the vari-
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ation may have arisen either from causes exclusively

affecting A, or exclusively affecting B, or which may

have partly affected the one and partly the other;

but so long as we compare only the commodity and

the quantity of labour together, we shall never be

able to discover the cause of the variation ; and, as

the one must be a standard to the other, we might

with equal propriety say, either that the commodity

A had risen, and the labour B fallen in value ; or,

if it be admitted that real value may exist, we might

say that the real value of A had remained constant,

while that of B had fallen ; or that the real value

of B had remained constant, while that of A had

risen.

But as soon as we carry our investigations a little

farther back,—as soon as we institute an investi-

cration into the circumstances that limit or deter-

mine value,—we immediately perceive that given

quantities of labour are not to be considered in

the same light as given quantities of its produce,

or of commodities : For, whether the quantity of

commodities produced by a given amount of la-

bour varies or remains constant, the value of that

quantity, in the estimation of the producer, necessari-

ly remains the same ; and he will always be disposed

to exchange it for an equal quantity, or the produce

of an equal quantity of other men's labour. Sup-

pose an individual could produce ttio pecks of wheat

by a day's labour in 1820, and that he can now pro-

duce only one peck by the same quantity of labour;
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this one peck will be deemed by him, and every one

else, to be of exactly the same real value that the

two pecks were before; for it has cost the same amount

of sweat and toil to raise it ; and it will, consequent-

ly, exchange for, or buy the same quantity of those

commodities that continue to be produced by the

same amount of labour as in 1820, that the two

pecks did then.

It appears, therefore, that the exchangeable value

of, or the power of purchasing belonging to any given

commodity, must be measured or determined by the

quantity of some other commodity, or of labour, for

which it will exchange ; whereas the real value of a

commodity, or the estimation in which it is held by

its possessor, is measured or determined by the quan-

tity of labour required to produce or obtain it.

Suppose a bushel of corn exchanges for, or is worth

a yard of cloth : If the quantity of labour required

to produce corn should be doubled, while that requir-

ed to produce cloth continued the same, both the

real and exchangeable value of corn, as compared

with cloth, would be doubled. But suppose that, in-

stead of double the former quantity of labour being

required to produce corn, it continues to be as easi-

ly produced as before, while the quantity of labour

required to produce cloth is reduced a half; in this

case, the real value of cloth, and its exchangeable va^

lue, as compared with corn, would be reduced a half

;

so that, while no variation took place in the real va-

lue of corn, both its real and exchangeable value
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would, as in the former case, be doubled, as compar-

ed with cloth.*

Assuming, then, that the magnitude of the quan-

tities of labour expended in the production of com-

modities is the sole determining principle of their

real value, it follows, that, if any commodity required

at all times the same quantity of labour, or of toil

and trouble, for its production, it would be invari-

able in its real value. It is obvious, however, that

no such commodity can possibly exist. The varying

fertility of the soils to which recourse must succes-

sively be had, and the various improvements that are

* The acute and ingenious author of the Templars' Dia-

logues, {London Magazine, JMay 1824^, p. 551,) has stated,

that " It is possible for A continually to increase in va-

lue—in real value observe—and yet command a continually

decreasing quantity of B." This passage has been animad-

verted upon by the author of the Critical Dissertation on

the Nature, Measures, and Causes of Valve. Nothing, how-

ever, can be more perfectly correct than the statement in the

Dialogues A and B have been produced by certain quantities

of labour ; but more labour is now required to produce A, and

a still greater proportional quantity to produce B ; under these

circumstances, A must obviously have increased in real value,

or in the estimation of its producers, for it has cost them a

greater sacrifice of toil and trouble ; but as A has not increased

so fast in real value as B, it is plain it will now exchange for,

or purchase a less quantity of B. It is difficult to conceive how

the author of the Dissertation should not have perceived this

distinction ; but if he had perceived it, he would certainly have

spared not a few of the remarks he has made on the statements

advanced by Mr Ricardo, as well as by the author of the Dia~

logues. Dissertation on the Nature, &c. p. 41.

11
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always being made in the application of labour, oc-

casion perpetual variations in the quantities of la-

bour required to produce all sorts of commodi-

ties. And, therefore, it is not to any one commodi-

ty, or set of commodities, but to some given quanti-

ty of labour, that we must refer for an unvarying

standard of real value.

When it is said, that a given quantity, or the

produce of a given quantity of labour, is always of

equal real value, it is not meant to affirm, that

those who buy labour always give the same pro-

portion of the produce of an unvarying quantity

of labour for the same quantity of labour. What is

really meant is, that when the market is not af-

fected by either real or artificial monopolies, and

when the supply of commodities is equal to the

effectual demand, the comparative quantities of la-

bour required for their production will determine

the proportions in which their possessors will ex-

exchange them for each other, and for labour. A
commodity produced by a certain quantity of labour

will, in the state of the market now supposed, uni-

formly exchange for, or buy any other commodity pro-

duced by the same quantity of labour. It will never,

however, exchange for, or buy exactly the same quan-

tity of labour that produced it;* but though it will

* In point of fact, it will always exchange for more ; and it

is this excess that constitutes pi-qfils. No capitalist could have

any motive to exchange the produce of a jxiven quantity of la-

bour already performed for the ])rndiicc of tlie same quantity
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not do this, it will always exchange for, or buy

the same quantity of labour as any other commodity

produced under the same circumstances^ or by means

of the same quantity of laboury as itself. When a

capitalist exchanges capital or commodities for la-

bour, he really exchanges the produce of labour

already performed, for labour to be performed. It

is obvious, too, inasmuch as there is no fund ex-

cept capital, or the commodities already produced

and actually existing in a country, to feed and

support the labourers engaged in the production

of new commodities, that the quantity of produce

they receive in exchange for their labour, or their

wages, must vary according to the variations in

the amount of that capital, and in their number.

At one period, the labourers may be so nume-

rous, compared with the capital that is to main-

tain them, that a labourer may be willing to of-

fer a future day's labour for the existing produce of

an hour's labour already performed ; while, at an-

other period, the number of labourers, compared

with capital, may be so much reduced, that a labour-

er may be able to obtain the produce of ten hours

performed labour for twelve hours future labour.

But the real, and, in all ordinary states of the market,

the exchangeable value ofthose commodities, on which

equal quantities of labour have been laid out, is not

(if labour to bo perfoniied. 'J'liis Mduld be to lend without

roceivJDir uiiv interest on the loan.
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in any degree affected by tliese variations. The

change is not in the principle that regulates and

determines value—the physical exertion, or the sweat

and toil of the labourer—but in what he obtains for it.

What he produces, or acquires by equal quantities of

labour always costs him the same sacrifice, and has,

therefore, the same real value, whether it be large

or small. He gives a constant, but receives a vari-

able quantity in its stead.

This distinction must be kept constantly in view.

Dr Smith seems to have considered the quantity of

labour required to produce a commodity as an equi-

valent expression for the quantity of labour for which

that commodity would exchange j and that, conse-

quently, it might either be said that the real value of

A is to the real value of B as the quantity of labour

required to produce A is to the quantity required

to produce B, or that the real value of A is to the

real value of B as the quantity of labour for which

A will exchange, is to the quantity of labour for

which B will exchange. But the difference between

these two propositions is, in most cases, nothing less,

than the difference between what is true, and what

is false. And it is to Mr Ricardo's sagacity, in

distinguishing between them, and in showing that

while the first is undeniably correct, the second, in-

stead of being an equivalent proposition, is frequent-

ly opposed to the first, and, consequently, quite in-

accurate, that the science is indebted for one of its

greatest improvements.

In stating that the quantity of labour required to
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produce commodities is at once the only determining

principle and measure of their real, and, generally

speaking, also of their exchangeable value, it is taken

for granted, of course, that all sorts of labour are

reduced to the same common standard of intensity.

The inequalities in the physical force of those indivi-

duals who have attained to their full growth, and who

are perfectlyformed, are in themselves immaterial, and

entirely disappear when considered in a general point

of view. Suppose the work performed by the gene-

rality of full grown men in a given time to amount to

any certain quantity {x) : If, on the one hand, the

labour of a few individuals should amount to a little

more than this common quantity (to •^+t7j» or x-^yzy

&c.,) it is abundantly certain, that the labour of as

many will, on the other hand, fall as much short

of it, (to x—jQiOrx—Yri &c.) And, therefore, what-

ever excess may obtain among one set of labourers

being fully balanced by a corresponding deficiency

among another set, it is plain that the common and

average real value of all sorts of commodities will be

precisely proportioned to, or coincident with, the

common and average quantities of labour required

for their production.

It will be shown, in the next section, that the circum-

stance of certain sorts of labour being of the descrip-

tion which is called skilled, and of their being paid at

a higher rate than those common sorts that all may

perform, depends on principles which do not in any

degree affect the correctness of the principle we
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have been endeavouring to establish with respect to

the real value of commodities.

The result of these investigations may be thus

briefly recapitulated :

—

1st, That no commodity is possessed of either

real or exchangeable value, unless it is in demand,

and unless some portion of voluntary human labour

has been required for its production or appropri-

ation.

Qdf That a commodity which is possessed of real

must also be possessed oi' ea:changeable value, and con-

versely.

Sflf, That the real value of a commodity is always

dependent on, and exactly proportioned to, the quan-

tity of labour required for its production or appro-

priation.

4<ih, That the exchangeable value of a commodity

is dependent on, and exactly proportioned to, the

quantity of any other commodity, or of labour, for

which it will exchange.

But though all commodities possessed of real

must also be possessed of exchangeable value, the

proportion which the one bears to the other is, owing

to the operation of monopolies, and of changes in the

relation of the demand for commodities to the supply,

susceptible of very great variation. If a bushel of

wheat and a yard of cloth are each produced by equal

quantities of labour, they will be of the same real va-

lue ; but either an actual or an apprehended scarcity

would have the effect to make the exchangeable value

of corn, or its power of exchanging for, or buying

p
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other things, greatly exceed that of cloth ; while, ou

the other hand, an unusually abundant harvest, or

an unusual demand for cloth, would have the effect

to raise its exchangeable value in relation to corn.

And hence it is obvious, that though a commodity

did exist, requiring at all times the same quantity of

labour for its production, it would not, as has been

sometimes supposed, form a standard by which to

measure variations in the exchangeable value of

other commodities, or of labour. For, its value in ex-

change might vary from the influence of causes af-

fecting itself, though extrinsic to, and independent

on the quantity of labour required for its production
;

or it might vary from similar causes, operating on the

commodity with which it was to be compared. If A
was always produced by the same quantity of labour,

and if B and C were produced by varying quantities

of labour, then, if value in exchange depended on

nothing else but quantities of labour, or if it always

bear the same proportion to these quantities, we

should be able, by comparing B and C with A, to

say at once, whether their value had remained con-

stant, or to point out the precise extent to which it

had varied. But, when there are other causes which

may affect the value of A itself, as well as the values

of B and C, it is obvious we should not be able, by

merely comparing A with the others, to say if a va-

riation took place in the relation that had formerly

obtained amongst them, whether it had been occa-

sioned by causes exclusively affecting A, or exclusive-
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ly affecting B and C, or whether they had all been

affected, though in different degrees.

But, though it is quite visionary to expect to find

what cannot possibly exist—an invariable standard of

exchangeable value, it is not so difficult as might, at

first, be supposed, to trace all variations in the

exchangeable value of commodities to their proper

source. The discrepancies that obtain between the

real and exchangeable value of commodities, are not

arbitrary and capricious. They all depend on a veiy

few principles whose operation and effect admit of

being clearly exhibited and defined. And when this

is done, the proportion which the exchangeable value

of a commodity bears to its real value, at any given

period, may be easily determined.

Having premised these observations on value, I

shall now proceed to investigate the laws which go-

vern the distribution of the productions of art and

industry among the different classes of the society,

and the circumstances which determine their ex-

changeable value in the different stages of its pro-

gress.

Section II.

Classes among which the Produce of Industry is divided—
Equality of Wages in all the Different Departments of Indus-

try—Equality of Projits— Capitals of every degree ofDura-

bility.

The inhabitants of such countries as have made

any considerable progress in civilization and the arts,

are generally divided into the three classes of la-
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bourers, capitalists, and landlords ; and whatever

may be the condition of any society—whether it is

rude or refined, rich or poor—every person belong-

ing to it, who is not a pauper, or who does not sub-

sist on the bounty of others, must be reckoned in

one or other of these classes. Public functionaries

of all sorts, and the various individuals engaged in

what are called liberal or learned professions, ex-

change their services for valuable considerations.

The whole subsistence of such persons is derived

from wages ; and they are as evidently labourers as

if they handled a spade or a plough. It is to these

three classes, therefore, that all the wealth of the

world must primarily belong. And hence it is, that

the inquiry, with respect to its distribution, really re-

solves itself into an investigation of the laws which

regulate rent, wages, and profits.

The differences in the wages paid to the labourers

engaged in different employments, and the diflPerent

rates of profit which the capitals invested in them yield

to those who carry them on, appear, at first sight, to

oppose an insuperable obstacle to the establishment of

any principles that should be generally applicable to

them all. Such, however, is not the case. The dif-

ferences in question are apparent only. They consist

wholly of variations in the amount of money, or com-

modities paid to the labourer, or in the rate of gTos.s

profit accruing to the capitalist. But, when the other

considerations affecting wages are taken into ac-

count, it will be found that they are really the

same, or very nearly the same, at any given period,



EQUALITY OF WAGES. 22^9

in every employment ; and it will also be found, not-

withstanding the differences in the rate of gross pro-

fit, that the rate of net profit is the same at any giv-

en period in all employments ; or that the variations

are very trifling.

I. Equality of the Wages of Labour in Dif-

ferent Employments.—If all employments were

equally agreeable and healthy, ifthe labour to be per-

formed in each of them was of the same intensity, and

ifthey all required the same degree of dexterity and

skill on the part of the labourer, it is evident, suppos-

ing industry to be quite free, there could be no per-

manent or considerable difference in the rate of wages

paid to the labourers engaged in different businesses :

For if, on the one hand, those employed in a par-

ticular business were to earn more than their neigh-

bours, there would be an influx of labourers into

that particular business, until the increased number

of hands had reduced wages to their common level

;

and if, on the other hand, those employed in a par-

ticular business were to earn less than their neigh-

bours, there would be an efflux of labourers from it,

until, in consequence of the diminished number of

hands, wages had been raised to the same level. In

point of fact, however, the intensity of the labour

to be performed in different employments, the degree

of skill required to carry them on, their healthiness,

and the estimation in which they are held, differ ex-

ceedingly ; and these varying circumstances necessa-

rily occasion proportional differences in the rate of



230 EQUALITY OF WAGES.

wages paid to different classes of workmen. Wages

are a compensation given to the labourer for the ex-

ertion of his physical powers, or of his skill, or inge-

nuity. They must, therefore, vary according to the

greater severity of the labour to be performed, and

to the degree of skill and ingenuity required. A
jeweller or engraver, for example, must be paid a

higher rate of wages than a common servant or a

scavenger. A long course of training is necessary

to instruct a man in the business of jewelling and

engraving j and if the cost of this training were not

made up to him in a higher rate of wages, he would,

instead of learning so difficult an art, addict himself,

in preference, to such employments as hardly re-

quire any instruction. Hence it is that the discre-

pancies that actually obtain in the rate of wages are

all confined within certain limits—increasing or di-

minishing it only so far as may be necessary fully to

equalize the unfavourable or favourable circumstances

attending any employment.

The following have been stated by Dr Smith, as

the principal circumstances which occasion the rate

of wages in some employments either to fall below,

or rise above the general average rate of wages

—

1st, The agreeableness and disagreeableness of the

employments

:

2d, The easiness or cheapness, or the difficulty and

expence, of learning them :

Sd, The constancy or inconstancy of the employ-

ments ;
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4th, The small or great trust that must be repos-

ed in those who carry them on :

oth, The probability or improbability of succeed-

ing in them.

First. The agreeableness of an employment may

arise either from physical or moral causes—from the

lightness of the labour to be performed, its healthi-

ness or cleanliness, the degree of estimation in which

it is held, &c. ; and its disagreeableness will arise

from the opposite circumstances—from the severity

of the labour to be performed, its unhealthiness or

dirtiness, the degree of odium attached to it, &c.

The rate of wages must obviously vary proportionally

to the variations in circumstances exerting so power-

ful an influence over the labourer. It is indeed quite

out of the question to suppose, that any individual

should ever be so blind to his own interest, as to en-

gage in an occupation considered as mean and disre-

putable, or where the labour is severe, if he obtain

only the same rate of wages that is obtained by those

engaged in employments in higher estimation, and

where the labour to be performed is comparatively

light. The labour of the ploughman is not un-

healthy, nor is it either irksome or disagreeable ; but

being more severe than that of the shepherd, it is

uniformly better rewarded. The same principle

holds universally. Miners, gilders, type-founders,

smiths, distillers, and all who carry on unhealthy, dis-

agreeable, and dangerous businesses, invariably ob-

tain higher wages than those artificers who have

equal skill, but who are engaged in more desir-
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able employments. The unfavourable opinion enter-

tained respecting some businesses, has a similar ef-

fect on wages, as if the labour to be performed in

them were unusually unhealthy or severe. The trade

of a butcher, for example, is generally looked upon

as rather low and discreditable; and this feeling oc-

casions such a disinclination on the part of young

men to enter it, as can only be overcome by the high

wages that butchers are said to earn, notwithstanding

the lightness of their labour : This also is the reason

that the keeper of a small inn or tavern, who is

never master of his own house, and who is exposed

to the brutality of every drunkard, exercises one of

the most profitable of the common trades. The con-

trary circumstances have contrary effects. Hunting

and fishing form, in an advanced state of society,

among the most agreeable amusements of the rich
;

but from their being held in this degree of estima-

tion, and from the lightness of their labour, those

who practise them as a trade generally receive very

small wages, and are proverbially poor : And the

agreeableness and healthiness of the employments,

rather than the lightness of their labour, or the little

skill which they require, seem to be the principal

cause of the redundant numbers and consequent low

wages of common farm-servants, and generally of all

workmen employed in ordinary field labour.

The severe discipline and various hardships to

which common soldiers are exposed, and the little

chance they have of arriving at a higher station, are

unfavourable circumstances, which, it might have
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been supposed, would have required a very high rate

of wages to counterbalance. It is found, however,

that there are really very few common trades in which

labourers can be procured for so small a rate of wages

as that for which recruits are willing to enlist in the

army. Nor is it difficult to discover the causes of

this apparent anomaly. Except when actually en-

gaged in warlike operations, a soldier is comparative-

ly idle ; while his free, dissipated, and generally ad-

venturous life, the splendour of his uniform, the im-

posing spectacle of military parades and evolutions,

and the martial music by which they are accompani-

ed, exert a most seductive influence over the young

and inconsiderate. The dangers and privations of

campaigns are undervalued, while the chances of ad-

vancement are proportionally exaggerated in their

sanguine and heated imaginations. " Without re-

garding the danger," says Dr Smith, " soldiers are

never obtained so easily as at the beginning of a new

war ; and though they have scarce any chance of pre-

ferment, they figure to themselves, in their youthful

fancies, a thousand occasions of acquiring honour and

distinction which never occur. These romantic

hopes make the whole price of their blood. Their

pay is less than that of common labourers, and in ac-

tual service their fatigues are much greater.'' *

It is observed by Dr Smith, that the chances of

succeeding in the sea service are greater than in the

army. *' The son of a creditable labourer or arti-

* I. p. lf)7.
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ficer may frequently go to sea with his father's con-

sent ; but if he enh'sts as a soldier, it is always with-

out it. Other people see some chance of his making

something by the one trade : nobody but himselfsees

any of his making any thing by the other." But,

the allurements to enlist in the army are, notwith-

standing, found to be much greater than those which

prompt young men to enter the navy. The life of

a sailor is perhaps more adventurous than that of a

soldier ; but he has no regular uniform ; his employ-

ment is comparatively dirty and disagreeable ; his la-

bour more severe ; and while at sea, he suffers a spe-

cies of imprisonment, and cannot, like the soldier,

excite either the envy or admiration of his country-

men. In consequence, the wages of seamen almost

invariably exceed those of soldiers j and there is a

greater difficulty of obtaining recruits at the break-

ing out a war.

In England, the disadvantages and drawbacks

naturally incident to a seafaring life, have been con-

siderably increased by the practice of impressment.

The violence and injustice to which sailors are ex-

posed, operate most powerfully to prevent young

men from entering on board ship, and have thus^

by artificially lessening the supply of sailors, the ef-

fect to raise their wages above their natural level, to

the extreme injury both of the king's and the mer-

chant service. " The custom of impressment puts a

freeborn British sailor on the same footing as a Turk-

ish slave. The Grand Seignior cannot do a more

absolute act than to order a man to be dragged away
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from his family, and against his will run his head

against the mouth of a cannon ; and if such acts

should be frequent in Turkey, upon any one set of

useful men, would it not drive them away to other

countries, and thin their numhers yearly ? and

would not the remaining few double or triple their

wages ? which is the case with our sailors, in time

ofwar, to the great detriment of our commerce.'* *

In proof of the accuracy of this statement, it is suf-

ficient to mention, that while the wages of all other

sorts of labourers and artisans are uniformly higher in

the United States than in England, those of sailors

are generally lower. The reason is, that the navy of

the United States is manned by means of volunta-

ry enlistment only. The Americans are desirous of

becoming a great naval power, and they have wisely

relinquished a practice which would have driven all

their best sailors from their service, and have forced

them to man their fleet with the sweepings of their

jails.

It has been estimated, that there were above 16,000

British sailors on board American ships at the close

of last war ; and the wages of our seamen, which in

time of peace rarely exceed 40s. or 50s. a month, had

then risen to 100s. and 120s. ! This extraordinary

influx of British seamen into the American service,

and no less extraordinary rise in their wages, can be

accounted for only by our continuing to resort to im-

* wSir JMatthew Decker's Essai/ on ihc Causes of the Decline

of Foreign Trade. Ed. 1750. p. 24.
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pressnient after it has been abandoned by tlie United

States, formerly our seamen were in the habit, on the

breaking out of a war, of deserting in considerable

numbers to Holland ; but the difference of language

was an insuperable obstacle to their carrying this prac-

tice to any very injurious extent. With the United

States, however, the case is altogether different. There

our sailors are assured of a safe asylum among their

kindred and friends—among those whose language,

religion, customs, and habits are all identical with their

own—and who will naturally be disposed to hold out

every temptation to draw them to their service. No-

thing but the abolition of impressment can possibly

counteract such overpowering inducements to deser-

tion, and effectually reduce the wages of our seamen.

And as it has been repeatedly shown, that impress-

ment is in no respect, nor under any circumstances,

necessary to the manning ofthe fleet,* we trust that it

will speedily be abolished; and that the efforts of the

Americans to increase their naval power will not be

assisted by our obstinately clinging to a system fraught

with injustice, cruelty, and oppression.

The officers of the army and navy, and many of

those functionaries who fill situations of great trust

and responsibility, receive only a comparatively small

pecuniary remuneration. The consideration attached

to such offices, and the influence they confer on their

possessors, form a principal part of their salary.

Secondly, The wages of labour, in particular busi-

* Edinburgh Review, No. 81, p. 154. ami No. HA, p. 207-
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nesses, vary according to the comparative facility with

which they may be learned.

There are several sorts of labour which a man

may perform without any, or with but very little pre-

vious instruction ; and in which he will, consequent-

ly, gain a certain rate of wages from the moment he

is employed. But, in all civilized societies, there is

a great variety of employments which can be carried

on by those only who have been regularly instructed

in them. And it is evident, that the wages of such

skilled labour must exceed the wages of that which

is comparatively rude, so as to afford the workmen

a sufficient compensation for the time they have lost,

and the expence they have incurred in their educa-

tion. Suppose, to illustrate this principle, that the

average and ordinary rate of wages paid to unskilled

labourers is L. 25 a year : If the education of a skill-

ed labourer—a jeweller or engraver, for example

—

and his maintenance up to the period when he be-

gins to support himself, cost L.200 more than is re-

quired for the maintenance of an unskilled labourer

up to the same period, it is quite obvious he will not

be in so good a situation as his unskilled neighbours,

unless his wages are so much higher than those earn-

ed by them, as will, besides yielding him the custom-

ary rate of profit on the extra capital of L.200 ex-

pended on his education and maintenance, suffice to

replace the capital itself previously to what may be

supposed to be the probable termination of his life.

If he obtains less than this, he will be underpaid
j

and if he obtains more, there will be an influx of new
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entrants, until their competition has reduced wages

to their proper level.

The policy of most European nations has added

to the natural and necessary cost of breeding up

skilled labourers, by forcing them to serve as ap-

prentices for a much 1 onger period than is in most

cases necessary to obtain a knowledge of the trades

they mean to exercise. But, as the wages of

labour must always be proportioned, not only to

the skill and dexterity of the labourer, but also

to the time he has spent, and the difficulties and

expence to which he has been put in learning his

business, it is plain, that if an individual is compel-

led to serve an apprenticeship of seve?i years to a bu-

siness which he might have learned in two or three

years, he must obtain a proportionally higher rate of

wages after the expiration of his apprenticeship, than

would otherwise have sufficed to remunerate him.

The institution of unnecessarily long apprenticeships

is, therefore, productive of a double injury : In the

first place, it is injurious to the employers of work-

men, by artificially raising the wages of their jour-

neymen
J
and in the second place, it is injurious to

the workmen, from its tendency to generate idle and

dissipated habits, by making them pass so large a por-

tion of their youth without any sufficient motive to

be industrious.

By the common law of England, every man has a

right to employ himself at pleasure in every lawful

trade. But this sound principle was almost entire-

ly subverted by a statute passed, in compliance with

u
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the solicitations of the corporate bodies, in the

5th year of the reign of Queen Elizabeth, com-

monly called the statute of apprenticeship. It en-

acted that no person should, for the future, exer-

cise any trade, craft, or mystery, at that time exer-

cised in England or Wales, unless he had previously

served to it an apprenticeship o^ seven years at least;

and what had before been a by-law of a few corpora-

tions, thus became the general and statute law of the

kingdom. Fortunately, however, the courts were

always singularly disinclined to enforce the provisions

of this statute. Though the words of the act plain-

ly included the whole kingdom of England and Wales,

it was intei'preted to refer only to market towns;

and it was also interpreted to refer only to those

trades which had been practised in England when

the statute was passed, and to have no reference to

such as had been subsequently introduced. This

interpretation gave occasion to several very absurd

and even ludicrous distinctions. It was adjudged,

for example, that a coachmaker could neither him-

self make nor employ a journeyman to make his

coach wheels, but must buy them of a master wheel-

wright, this latter trade having been exercised in

England before the 5th of Elizabeth. But a wheel-

wright, though he had never served an apprentice-

ship to a coachmaker, might either make himself, or

employ journeymen to make coaches, the trade of a

coachmaker not being within the statute, because not

exercised in England at the time when it was passed.

The contradiction and absurdity of these regulations,



•ii'O EQUALITY OF WAGES.

and the impolicy and injurious operation of the sta-

tute had long been obvious ; but so slow is the pro-

gress of sound legislation, and so powerful the oppo-

sition to every change affecting private interests,

that its repeal did not take place until 1814. The

act for this purpose did not, however, interfere with

any of the existing rights, privileges, or by-laws of

the different legally constituted corporations ; but

wherever these do not interpose, the formation of

apprenticeships and their duration is now left to be

wholly adjusted by the parties themselves.

Thirdly^ The wages of labour, in different employ-

ments, vary with the constancy and inconstancy of

employment.

Employment is much more constant in some trades

than in others. Many trades can only be carried

on in particular states of the weather, and seasons of

the year ; and if the workmen, who are engaged in

such trades, cannot easily find employment in others

during the time they are thrown out of them, their

wages must be proportionally augmented. A jour-

neyman jeweller, weaver, shoemaker, or tailor, for

example, may, under ordinary circumstances, reckon

upon obtaining constant employment ; but masons,

bricklayers, paviors, and, in general, all those work-

men who carry on their business in the open air, are

liable to perpetual interruptions. Their wages must,

however, not only suffice to maintain them while they

are employed, but also during the time they are ne-

cessarily idle ; and they ought also to afford them,

as Dr Smith has remarked, some compensation for
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those anxious and desponding moments which the

thought of so precarious a situation must sometimes

occasion.

This principle shows the fallacy of the opinion so

generally entertained respecting the great earnings

of porters, hackney coachmen, watermen, and gene-

rally of all workmen employed only for short periods,

and on particular occasions. Such persons fre-

quently make as much in an hour or two as a regu-

larly employed workman makes in a day ; but this

greater hire, during the time they are employed, is

found to be only a bare compensation for the labour

they perform, and for the time they are necessarily

idle ; instead of making money, such persons are al-

most invariably poorer than those who are engaged

in more constant occupations.

The interruption to employments occasioned by

the celebration of holidays, has a similar effect on

wages. There are countries in which the holidays,

including Sundays, make a full half of the year

;

and the necessary wages of labour must there be

about double of what they would be were these holi-

days abolished.

Fourthly^ The wages of labour vary according to

the small or great trust which must be reposed in

the workmen.
*' The wages of goldsmiths and jewellers are

everywhere superior to those of many other work-

men, not only of equal, but of much superior inge-

nuity ; on account of the precious materials with

which they are entrusted.

Q
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" We trust our health to the physician ; our for-

tune, and sometimes our life and reputation, to the

lawyer and attorney. Such confidence could not

safely be reposed in people of a very mean or low

condition. Their reward must be such, therefore,

as may give them that rank in the society which so

important a trust requires. The long time and the

great expence which must be laid out in their edu-

cation, when combined with this circumstance, ne-

cessarily enhances still further the price of their la-

bour." *

Fifthly y The wages of labour in different employ-

ments vaiy according to the probability or improba-

bility of success in them.

This cause of variation chiefly affects the wages of

the higher class of labourers, or of those who practise

what are usually denominated liberal professions.

If a young man is bound apprentice to a shoe-

maker, or a tailor, there is hardly any doubt but he

will attain to an ordinary degree of proficiency and

expertness in his business, and that he m ill be able

to live by it. But, if he is bound apprentice to a

lawyer, a painter, a sculptor, or a player, there are

ten chances to one it" he ever attains to such a degree

of proficiency in eitiier of these callings as will enable

him to subsist on his earnings. But, in professions

where many I'ail for one who succeeds, the fortunate

one ought not only to gain such a rate of wages as

will indemnifyhim for all the expences incurred in his

" IVcnIlh of Kafion.s, I. p. \m.
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education, but also for all that has beeu expended in

the education of his unsuccessful competitoi*s. It is

abundantly certain, however, that the wages of law-

yers, players, sculptors, &c. taken in the aggregate,

never amount to so large a sum. The lottery of

the law, and the other liberal professions, has many

great prizes, but there is, notwithstanding, a large ex-

cess of blanks. " Compute,** says Dr Smith, " in

any particular place, what is likely to be annually

gained, and what is likely to be annually spent, by

all the different workmen in any common trade, such

as that of shoemakers or weavers, and you will iind

that the former sum will generally exceed the latter.

But, make the same computation with regard to all

the counsellors and students of law, in all the differ-

ent Inns of court, and you will find that their an-

nual gains bear but a very small proportion to their

annual expence, even though you rate the former as

high, and the latter as low as can well be done.

—

The lottery of the law, therefore, is very far from be-

ing a perfectly fair lottery ; and that, as well as many

other liberal and honourable professions, is, in point

of pecuniary gains, evidently under recompensed.'*

But the love of that wealth, power, and considera-

tion, that most commonly attend superior excellence

in any of the liberal professions, and the overweening

confidence placed by each individual in his own good

fortune, are sufficient to overbalance all the disad-

vantages and drawbacks that attend them j and never

fail to crowd their ranks with all the most generous

and liberal spirits.
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It is unnecessary to enter upon any farther details

with respect to this part of our subject. It has been suf-

ficiently proved, thatthe permanent differences that ac-

tually obtain in the rate of wages paid to those who are

,
engaged in different employments in countries where

industry is free and unfettered, are never more than

I sufficient to balance the favourable or unfavourable cir-

cumstances attending them. Those who receive the

highest wages, are not, when the cost of their edu-

cation, the chances of their success, and the various

disadvantages incident to their professions, are taken

into account, really better paid than those who re-

ceive the lowest. The wages earned by the different

classes of workmen are equal, not when each indi-

vidual earns the same number of shillings, or of

pence, in a given space of time, but when each is

paid in proportion to the severity of the labour he has

to perform, to the degree of previous education and

skill that it requires, and to the other causes of

variation already specified. So long, indeed, as the

/^principle of competition is allowed to operate without

restraint, or so long as each individual is allowed to

employ himself as he pleases, we may be assured, that

the higgling of the market will always adjust the rate

of wages in different employments on the principle

now stated, and that they will be, all things consider-

ed, very nearly equal. If you depress the rate of

wages in one employment below the common level,

;
labourers will leave it to go to others ; and if you

1 raise it above the same common level, labourers will

Ibe attracted to it from those departments where wa-
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ges are lower, until their increased competition has

sunk them to their average standard. A period of

greater or less duration, according to the peculiar

circumstances affecting each particular employment,

is always required to bring about this equalization.

But all inquiries, that have the establishment of ge-

neral principles for their object, either are, or ought

to be, founded on periods of average duration ; and

whenever such is the case, we may always, without

occasioning the slightest error, assume that the wages

earned in different employments are, all things taken

into account, precisely equal.

For similar reasons to those which have now been stat-

ed, it is easy to see that the profits accruing to the capi-

talists engaged in different businesses, though varying

proportionally to the greater or less risk, and other

circumstances affecting the capitals they employ,

must really, when all things are taken into account,

be about the same in them all. It is obvious, indeed,

that profits have not attained their level until they

have been adjusted so as to balance these different ad-

vantages and disadvantages. None would engage in

unusually hazardous undertakings, if the capital em-

ployed in them was only to yield the same profit that

may be obtained by employing it in more secure busi-

nesses. Wherever there is extraordinary risk, that risk

must be compensated. And hence, the well known

distinction between gross and net profit. Gross profit

always varies according to the risk, the respectabi-

lity, and the agreeableness of different employments,
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while net profit is the same, or very nearly the

same, at any particular period, in them all. A gun-

powder manufacturer, for example, must obtain as

much profit, over and above the profit obtained from

the capital engaged in the securest businesses, as will

suffice to guarantee or insure his capital, from the

extraordinary risk to which it is exposed, in a busi-

ness of such extreme hazard. If the gunpowder

manufacturer were to obtain more than this rate, ad-

ditional capital would be attracted to his business,

and if he were to obtain less, he would withdraw ca-

pital from it. The constantly acting principle of

competition, or, which is just the same thing, the

self-inlereit of every individual, will never permit

the wages or the profits obtained by any particular

set of workmen or capitalists, taking all things into

account, to continue either long below or long above

the common and average rate of wages and profits

obtained by those who are employed, or who have

capital invested in other businesses. It is by this

common standard that the wages and profits of par-

ticular businesses are always regulated ; they can

never diverge considerably from it ; they have a con-

stant tendency to equalization ; and may, in all the-

oretical inquiries be supposed, without occasioning

any error of consequence, exactly to coincide.

The principle of the equality, or rather of tlie con-

stant tendency to equality, of the wages earned by

the labourers, and of the profits derived from the ca-

pitals, employed, at the same time, in all the vaj'ious
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branches of industry, was pointed out by Mr Harris, *

and also by Mr Cantillon ; t but it was first fully

demonstrated in the eighth, ninth, and tenth chap-

ters of the first book of the Wealth of Nations.

The establishment of this principle was one of

the greatest services rendered by Dr Smith to the

science of Political Economy. Nothing can be

clearer, more convincing and satisfactory, than his

reasoning on this subject. The equality of wages !

and of profits has, ever since the publication of his

work, been always assumed as admitted and incontes- '

tible.

It ought also to be kept in view, throughout all the

investigations of this science, that the capitals era-

ployed in the production of commodities may be of al-

most every conceivable degree of durability, or, in

other words, that periods of almost every conceivable

degree of duration may be required for their con-

sumption. The bread, beer, and other articles pro-

vided for the subsistence of the labourer, form a part,

and an important one too, of the capital of the

country ; but how limited is the durability of such

articles, compared with the durability of a bridge, or

a granite dock ! The former may be consumed in

the space of an hour, while the latter will probably

last for five hundred or a thousand years. These

two species of capital maybe taken as representing the

extremes of duration,and the space between them may

* Essay on Money and Coins, p. 13.

t Analysis of Trade, S^c. p. \^.
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be supposed to be filled up, and I believe is really so,

by capitals of every intermediate degree of durability.

One machine may be capable of lasting fifty years,

another forty, a third ten, and so on. Nor in all

the long interval between the duration of the least

and that of the most rapidly perishable capital, is it

possible to fix on any term which does not, or may

not, represent the durability of a capital.

Section III.

Cost qfProduction the regulating principle of Price—hijluence

of Variations in the Demand for and Supply of Commodities

on their Price—Influence of Monopolies—Average Price

alwai/s coincident with Cost of Production.

Having thus seen that the wages earned by the

labourers engaged in different employments, are, all

things considered, precisely equal ; and that the same

principle holds with respect to the profit derived from

the capitals invested in the different departments of

industry, we might proceed to inquire into the ef-

fects supposed to be exercised by variations in the

rate of wages, and in the rate of profits on the value

of commodities. But, before entering on this in-

quiry, it will be expedient to investigate the in-

fluence which the relation between the supply of

commodities and the demand for them has in deter-

mining their exchangeable value, as compared with

each other, and their price or value as compared with

money. It was long the universal opinion, and it is

still the opinion of the great majority of practical

]]
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men, and even of some Political Economists of con-

siderable eminence, that the exchangeable value of

commodities depends exclusively on their relative

abundance or scarcity in the market compared with

the demand. There can be no doubt, however,

that this opinion is essentially erroneous ; and I shall

now very briefly recapitulate some of the statements

by which its fallacy has been demonstrated.

It has been already seen, that the capitals invest-

ed in different businesses yield, at any given period, the

same common and average rate of net profit. But

it is quite obvious, that if any commodity were

brought to market and exchanged for a greater

amount either of other commodities, or of money,

than was required to defray the cost of its production,

including, in that cost, the common and average

rate of net profit at the time, its producers would be

placed in a relatively advantageous situation compar-

ed with others ; and there would, in consequence, be

an influx of capital into that particular department,

until competition had sunk the value, or price of

the article, to the level that would just yield the

customary rate of profit on the capital employed

in its production. And, on the other hand, if a

commodity were brought to market which did not

exchange for so great an amount of other commodi-

ties, or of money, as was required to cover the cost

of its production, its producers would be placed in a

relatively disadvantageous situation ; and would, in

consequence, withdraw their capital from the produc-

tion of the commodity, until its value or price had
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risen to such a level as was sufficient to place them

in the same situation as their neighbours, or to yield

them the same rate of profit.

The cost ofproducing commodities,—denominated

by Dr Smith and the Marquis Garnier natural or ne-

cessary price,—is, as will be afterwards shown, iden-

tical with the quantity of labour required to produce

them and bring them to market. But, without in-

quiring at present into the elements which form the

cost of production, it is quite obvious that it is the

permanent and ultimate regulator of the exchange-

able value or price of every commodity that is not

subjected to a monopoly, and that may be indefinilely

increased in quantity by the application offresh ca-

pital and labour to its produclion. That the mar-

ket price of such commodities and their cost of pro-

duction do not always coincide is certain ; but they

cannot, for any considerable period, be far separated,

and have a constant tendency to equality. It is

plain, that no man will continue to produce commo-

dities if they sell for less than the cost of their pro-

duction— that is, for less than will indemnify him for

his expences, and yield him the common and average

rate of profit on his capital. This is a limit below

which it is obviously impossible prices can be perma-

nently reduced ; and it is equally obvious, that if they

were, for any considerable period, to rise above it, ad-

ditional capital would be attracted to the advantage-

ous business ; and the competition of the producers

would lower prices.

A demand, to be effectual, must be such as will
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cover the expence of production. If it is not sufS-

cient to do this, it can never be a means of -causing

commodities to be produced and brought to market.

The demand of those who have both the f&wer

and the mil to purchase, for any particular commo-

dity may become ten or ten tliousand times moi'e ex-

tensive, or it may decline in the same proportion,

but, if the cost of its production continues the

same, no permanent variation will be occasioned in

its price. Suppose, for example, that the effectual

demand for hats is suddenly doubled; that cii*cum-

«tance would undoubtedly occasion a rise of price, and

the hatters would, in consequence, make large pro-

fits ; but this rise could only be of very limited dura-

tion ; for these large profits would immediately at-

tract additional capital to the hat manufacture ; an

increased supply of hats would be brought to market,

and if no variation took place in the cost oi their pro-

duction, their price would infallibly sink to its for-

mer level. Suppose, on the other hand, that the de-

mand for liats is increased tenfold, and the cost of

their production diminished in the same proportion,

we should, notwithstanding the increased demand, be

able, in a very short time, to buy a hat for the tenth

part of what it now costs. Again, suppose the de-

mand for hats to decline, and the cost of producino-

tbem to increase ; the price would, notwithstandinor

the diminished demand, gradually rise, till it had

reached the point at which it would yield the hatters

the common and average rate of profit on the capital

employed in their business. It is admitted that va-
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nations in the demand and supply occasion tempo-

rary variations of price. But it is essential to

remark, that these variations are only temporary.

I The cost of production is the grand regulator of

price—the centre of all those transitory and evan-

escent oscillations on the one side and the other

;

wherever industry is free, the competition of the pro-

ducers will always elevate or sink prices to its level.

In certain branches of industry, such, for example,

as agriculture, which are liable to be seriously affect-

ed by variations in the seasons, and from which

capital cannot be easily withdrawn, there is a some-

what longer interval than in others, before the mar-

ket price of produce and the cost of producing it can

be equalized. But that such an equalization must

take place in the end is absolutely certain. Nei-

ther farmers, nor any other class of producers, will

continue to bring products to market, unless they

sell for such a price as is sufficient to pay the expence

of their production, including the common and ave-

rage rate of profit on the capital employed by them. *

When an excess of supply depresses the price of corn

below this level, the occupiers of poor land are

involved in the greatest difficulties : A number of

them are in consequence driven from their em-

ployments ; and a smaller supply of corn being

brought to market, prices are elevated so as to yield

the customary rate of profit, and no more, to the

* Nemo enim sanus debet velle impensamac smnptvm facerc

in cuhuram, si i>idet non posse refici. Varro, De Re Rvsficn^

Lib. I. § 2.
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cultivators of the poorest soils that are still continued

under tillage.—The self-interest ofthe cultivators will

not permit prices to be permanently depressed below

this level; and the self-interest of the public will not

permit them to be permanently raised above it ; for,

if they were raised above it, then the cultivators

would gain more than the common and average

rate of profit, and capital would, of course, be im-

mediately attracted to agriculture, and would conti-

nue flowing in that direction, until the natural andi

indestructible equilibrium of profit had been restored. I

—that is, until the price of agricultural produce had

fallen to such a sum as would just yield the average

rate of profit to the cultivators of the worst soils, or

to the improvers of the best. This is the point at i

which average prices must continue stationary, or
\

about which market prices must oscillate, until the

cost of production be increased or diminished. If

any great discovery were made in agriculture—such

a discovery, for instance, as would reduce the cost of

cultivation a half, the price of agricultural produce

would fall in the same proportion, and would conti-

nue to sell at that reduced rate until the increase of

population had forced recourse to soils of a decreas-

ing degree offertility. Whenever this took place,

prices would again rise. Why is the price of corn

almost invariably higher in this country than in

France ? Is it because we have a greater demand for

it, or because of the greater cost of production in

this country ?

A pound weight of gold is at present worth about
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Jifteen pounds of silver. It cannot, however, be said

that this is a consequence of the demand for gold be-

ing greater than the demand for silver, for the re-

verse is the fact. Neither can it be said to be a con-

sequence of an absolute scarcity of gold ; for those

who choose to pay a sufficient price for it may obtain

k in any quantity they please. The cause of this

difference in the price of the two metals consists en-

tirely in the circumstance of its costing ?ho\xt Jifteen

times as much to produce a pound of gold as to pro-

duce a pound of silver. That this is really the case,

is plain from the admitted fact, that the producers of

gold do not gain any greater profit than the pro-

ducers of silver, iron, lead, or any other metal. They

have no monopoly of its production. Every indivi-

dual who chooses may send capital to Brazil, and be-

come a producer of gold ; and wherever this is the

case, the principle of competition will always force

the product to be sold at such a price as will just pay

the expences of its production and no more. Were

a gold mine discovered of equal productiveness with

the silver mines, the production of gold would im-

mediately become the most advantageous of all busi-

nesses ; an immense supply of that metal would, in

consequence, be thrown upon the market, and its

price would, in a very short period, be reduced to the

same level as silver.

If a set of men were brought together from va-

rious countries, ignorant of each other's wants, and

of the labour and expence required to produce the

Commodities which we may suppose each of them
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to possess, these commodities would be bought

and sold according to the relative wants and

fancies of the parties. Under such circumstances,

a pound of gold might be given for a pound of

iron, and a gallon of wine for a gallon of small

beer. As soon, however, as a sjfstem of commer-

cial intercourse has been established, and as the

wants of society and the powers of production come

to be well and generally known, an end is put to this

arbitrary method of bartering. Thousands of sellers

then enter the market. But when such is the case,

it is no longer possible to sell a pound of iron for a

pound ol gold ; and why ?—because the producers of

iron will undersell each other until they have, by

their competition, reduced its exchangeable value, or

price, to the level of the cost of its production. This

is, in every civilized society, the pivot on which ex-

changeable value always turns. It is usual for voy-

agers, who touch at countries occupied by savages,

to obtain commodities from them in exchange for

toys or trinkets, which it cost infinitely less to pro-

duce ; but in all civilized and commercial countries,

the proportion in which, generally speaking, one

commodity exchanges for another, depends exclusive-

ly on the comparative cost of their production.

Thus, then, it appears, that 710 variation ofcle-
j

mand, if it he unaccompanied hy a variation in the I

cost of production, can haze ajii/ lasting influence on,

price. If the cost of production be diminished,

price will be equally diminished, though the demand

should be increased to any conceivable extent. If
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the cost of production be increased, price will be

equally increased, though the demand should sink to

the lowest possible limit.

' It must always be remembered, that this reasoning

applies to the case of those commodities only on which

competition is allowed to operate without restraint,

and whose quantity can be indefinitely increased

by the application of fresh capital and industry to

^their production. But there are circumstances under

which the supply of commodities is strictly limited

;

and when such is the case, their price is no longer

determined by the cost of their production, but by

the degree of their real or supposed utilityy compar-

ed with the means and necessities of the buyers. In

a desert or a besieged city, a pound of bread might

be worth more than a pound of gold.* And though

artificial monopolies are rarely carried to so very op-

pressive a height, the same principle holds with re-

spect to the value of all commodities produced under

them. When a particular individual, or class of in-

dividuals, obtains the exclusive privilege of manufac-

turing certain species of goods, the operation of the

principle of competition is suspended with respect to

* Pliny, {Hist. Nat. lib. 8. cap. 57.), and Valerius Maxi-

mus, (lib. 7- cap. 6.), relate that, during the siege of Casili-

num by Hannibal, the scarcity of provisions became so extreme,

that a rat was sold for 200 denarii ! They add, that the seller

had the worst of the bargain, having died of hunger, while tlie

rat was the means of preserving the life of the buyer. Avaro

enim, says Valerius, /«?«(' consumplo, mamihiis sordium sitarum

frn't non ticvil ; a'(jiii aiiimi vir, ad sahtlareiii impoi.sam J'aci-

cicndam ; cure fjuidciii, rcnn)i ncccssiirir, comjuiralo ciho vixit.
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tliem, and their price must, therefore, entirely de-

pend on the proportion in which they are brought to

market compared with the demand. If monopolists

supplied the market liberally, or kept it always as

fully stocked with commodities as it would have been

had there been no monopoly, the commodities pro-

duced by them would sell at their natural price, and

the monopoly would have no farther disadvantage

than the exclusion of the public from an employment

which every one ought to have the power to carry

on. In point of fact, however, the market is sel-

dom or never fully supplied with commodities pro-

duced under a monopoly. All classes of producers

endeavour to procure the highest possible price for

their commodities ; and those who are protected, by

means of a monopoly, against the risk of being un-

dersold by others, either keep the market under-

stocked, or supply it with inferior articles, or both.

Under such circumstances, the price of commodities,

if they cannot be easily smuggled from abroad, or

clandestinely produced at home, is elevated to the

highest point to which the competition of the buyers

can raise it ; and may, in consequence, amount to

five, ten, or twenty times the sum it would amount

to were competition permitted to operate in their pro-

duction and sale. The will and power of the pur*

chasers to offer a high price forms the only limit to

the rapacity of monopolists.

Besides the commodities produced under artificial

monopolies, there is another class whose quantity

cannot be increased by the operation of human in^

R
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dustry, and whose price is not, therefore, dependent

on the cost of their production. Ancient statues,

vases, and gems, the pictures of the great masters,

some species of wines which can be produced in h-

mited quantities only from soils of a particular qua-

lity and exposure, and a few other commodities,

belong to this class. As their supply cannot be in-

creased, their price must vary inversely as the de-

mand, and is totally unaffected by any other circum-

stance.

r- But with these exceptions, which, when com-

\ pared to the mass of commodities, are but few

\ and unimportant, wherever industry is unrestricted

> and competition allowed to operate, the average

\
price of the various products of art and industry, al-

^^ways coincides with the cost of their production.

When a fall takes place in the market price of any

commodity, we cannot say whether that fall is really

advantageous, or whether a part of the wealth of the

producers be not gratuitously transferred to the con-

sumers, until we learn whether the cost of produc-

tion has been equally diminished. If this is the case,

the fall of price will not have been disadvantageous

to the producers, and will be permanent ; but if this

has not been the case—if the cost of production con-

tinues the same, the fall must have been injurious to

the producers, and prices will, in consequence,

speedily attain their former level. In like man-

ner, no rise of prices can be permanent, except

when the cost of production has been proportion-

ally increased. If that cost has remained station-
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ary, or has not increased in a corresponding ratio,

prices will decline as soon as the ephemeral causes of

enhancement have disappeared.

The extreme importance of having correct opi-

nions respecting the regulating principle of price,

and the discordant and erroneous opinions that are

still so exceedingly prevalent with regard to it, will,

I hope, be deemed a sufficient apology for the length

of the previous remarks, and for the insertion of the

following paragraph from the Histoire de la Mon^

noie of the Marquis Garnier, in which the doctrine

now laid down is enforced with equal ability and elo-

quence :

" Mais les producteurs tendent continuellement a

r(^gler la quantite des productions sur la somme des

demandes ; ils ne resteront pas au-dessous de ce

point, sans etre tentes d'accroitre la masse de leurs

produits ; et ils ne peuvent le depasser sans s'expos-

er a perdre. Ces deux quantites, celle des produits

et celle des demandes, s'eflPorcent done a se mettre

en equilibre I'une avec Tautre. II existe done un

point de repos vers lequel elles gravitent chacune de

son cote ; un point qui est leur niveau, et c'est ce

point qui constitue le prz> natiirel de la chose venale.

Quelle est la limite au-dela de laquelle le producteur

ne pent porter la quantite de ses produits ? C'est le

prix naturel j car, s'il ne pent obtenir ce prix pour

tout son produit, il sera en perte. Quelle est la

borne des demandes du consommateur ? C'est le prix

naturel j car il ne veut pas donner plus que I'equiva-

lent de ce qu'il recoit. Si, par une decouverte, ou
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par un perf'ectionnement de l*industrie, le produc-

teur est mis a meme d'etablir Tarticle sur lequel il

s*exerce a moins de temps et de depense, alors le

prix naturel baissera, mais aussi la somme des de-

mandes accroitra dans une proportion pareille, parce

que plus de consommateurs seront en etat de payer

ce prix naturel, moins eleve que I'ancien. Le prix

naturel sera toigourSy pour chaque chose venale, la

limite commune au-dela de laquelle la somme des de-

mandes de cette chose et la quantite de sa production

ne devront plus fa'ire de progres. Quand le prix

courant est le prix naturel, le producteur et le con-

sommateur se donnent reciproquement I'equivalent

de ce qu*ils re^oivent. Quand le prix courant s'ecarte

du prix naturel, ou c'est la consommation qui soufFre

au profit de la production, ou c'est la production

qui souffre au profit de la consommation. Cet

etat de soufFrance ne pent durer, et de-la pre-

cedent les variations du prix courant. Ces varia-

tions, que Smith a expliquees et analysees avec une

si parafaite lucidite, ne sont autre chose que les ef-

forts pour revenir au prix naturel. Tenter d*expli-

quer ces variations, sans reconnaitrel'existence d'un

prix naturel, ce serait vouloir expliquer les oscilla-

tions du pendule sans convenir de sa tendance vers

un centre de gravitation ; ce serait supposer un ef-

fort sans but et sans mobile ; ce serait admettre le

mouvement et nier le repos ; enfin, en voyant les

phenomenes du cours des fluides et de Tequihbre des

sol ides, ce serait contester les lois du niveau et de la

pesanteur. Si les choses venales n'ont point de prix
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naturel, alors les mouvemens de la circulation seront

diriges par une force aveugle et inconnue ; les prix

moyens ne seront plus que le resultat de chances

purement fortuites ; il n*y aura plus d* equivalent

reel ; les valeurs n*auront plus de mesure naturelle ;

P^conomie politique ne pourra plus aspirer a etre au

rang des sciences, puisqu'elle manquera du caractere

essentiel qui les constitue telles, et que les faits dont

elle traite ne seront plus fondes sur les lois iramua-

bles de la nature." *

Having thus shown that the cost of productiofi

is the sole regulating principle of exchangeable va-

lue and price, I shall now proceed to investigate the

elements which enter into and constitute this cost, f

Section IV.

Commodities belong, in the earliest stage of society, exclusively

to the Labourers—Quantity of Labour required for their

Production, the only principle which then determines their

Exchangeable Value.

We have previously seen, that there is no period in

the progress of society, from its earliest infancy to its

* Tome I. Introduction, p. 62.

t Mr Tooke has, in his excellent work On High and Low

Prices,—a work replete with curious and important informa-

tion,—given a very complete analysis and exposition of the in-

fluence of variations in the demand for and supply of commodi-

ties on their price—whether these variations arise from changes

ia the seasons or in the value of money, from a spirit of specu-

lation, from the caprices of fashion, the influence of war, &c.
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highest pitch of civilization and refinement, in which

any individual, who does not belong to some one or

other of the classes of labourers, landlords, or capi-

talists, ever participates directly in the produce of in-

dustry. But there are states of society in which that

produce belongs exclusively to otie only of these

classes ; and others in which it belongs to two of

them, to the exclusion of the third. The reason is,

that in the earliest stages of society, there is little or

no capital accumulated, and the distinction between

labourers and capitalists is, in consequence, unknown;

and that, in all newly settled and unappropriated coun-

tries, abundance of fertile land may be obtained with-

out paying any rent to a landlord.

In that remote period preceding the establishment

of a right of property in land, and the accumulation

of capital or stock—when men roamed, without any

settled habitations, over the surface of the earth, and

existed by means of that labour only that was requir-

ed to appropriate the spontaneous productions of the

soil, the whole produce of labour belonged to the la-

bourer, and the quantity of labour expended in pro-

curing different articles, must plainly have formed

the only standard by which their relative worth, or

exchangeable value, could be estimated. " If amonj^

a nation of hunters," says Dr Smith, " it usually

costs twice the labour to kill a beaver that it does to

kill a deer, one beaver would naturally exchange for

or be worth two deer. It is natural, that what is

usually the produce oftwo days' or two hours' labour,
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should be worth double of what is usually the pro-

duce of one day's or one hour's labour.

" If the one species of labour should be more se-

vere than the other, some allowance will naturally

be made for this superior hardship ; and the prod«ce

of one hour's labour in the one way, frequently ex-

changes for that of two hours' labour in the other.

*' Or if the one species of labour requires an un-

common degree of dexterity and ingenuity, the

esteem which men have for such talents will naturally

give a value to their produce, superior to what

would be due to the time employed about it. Such

talents can seldom be acquired but in consequence of

long application, and the superior value of their pro-

duce may frequently be no more than a reasonable

compensation for the time and labour which must be

spent in acquiring them. In the advanced state of

society, allowances of this kind, for superior hardship

and superior skill, are commonly made in the wages

of labour ; and something of the same kind must

probably have taken place in the earliest and rudest

period.

" In this state of things, the whole produce of la-

bour belongs to the labourer ; and the quantity of

labour commonly employed in acquiring or produc-

ing any commodity, is the only circumstance which

can regulate the quantity of labour (o/' other com-

modities) which it commonly ought to purchase,

command, or exchange for." *

* Wefi/fh of Nations, I. p. 70.
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Tims fiir there is no room for doubt or difference

of opinion. When there is no class but labourers,

all the produce of labour must obviously belong to

them ; and the sacrifice each individual makes in

producing commodities, or the quantity of labour

that he expends upon them, is universally admitted

to be the only principle by which their exchangeable

values can then be determined.

It is at this point, therefore, that we properly

commence the investigation of the circumstances

which determine the exchangeable value of commo-

dities when a rent is paid for land, and circulating

and fixed capital employed to facilitate the labour

of the workmen. 1 shall begin by endeavouring to

ascertain whether rent enters into th6 cost of pro-

duction.

Section V.

(I.) Nature, Origin, and Progress of Corn or Produce Rents—
Re?it not a Cause hut a Consequence of the High Value of

Patv Produce—Does not enter into Price—Distinction be-

tween Agriculture and Manufactures. (II.) Money Rents

depend partly on the Extent to which Tillage has been Car-

I'ied, and parthj on Situation— The Principle thai the Real

Value of Commodities is Regulated or Determined by the

Quantities ofLabour requiredfor their Production, not Affect-

ed by the Payment of Rent.

Dr Smith was of opinion, that, after land had

become property, and rent began to be paid, such

rent made an equivalent addition to the exchange-
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able value of the produce of the soil. * This opi-

nion was first called in question in two pamphlets of

extraordinary merit, published nearly at the same

time, by a Fellow of University College, Oxford,
j

and Mr Maithus, t These writers endeavoured to

show that rent did not enter into price ; that it

was not, as had been commonly supposed, a conse-

quence of land having been divided and become pro-

perty ; but that it was owing to its being of limited

extent, and of various degrees of fertility, and to the

circumstance of its being impossible to apply capital

indefinitely to any quality of land without obtaining

from it a constantly diminishing return. Mr Ricar-

do subsequently illustrated and enforced this doctrine

with his usual ability—stripped it of the errors by

which it had been originally encumbered, and showed.

its vast importance to a right understanding of the

laws which regulate the rise and fall of profits. In

the following observations, I shall endeavour to trace

the rise and progress of rent ; and to obviate some ra-

ther specious objections that have been made to the

doctrine of its not entering into price.

I. Corn or Produce Rents.—Rent is properly

" that portion of the produce of the earth which is

* Wealth of Nations, I. p. 75.

t An Essay on the Application of Capital to Land, by a Fel-

low (INIr West a Barrister) of University College, Oxford,

1815.

X An Jnquiry into the Nature and Progress of Rent, by tlie

Rev. T. R. Malthus, 1815.
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paid by the farmer to the landlord for the use of the

natural and inherent powers of the soil." If build-

ings have been erected on a farm, or if it has been

inclosed, drained, or in any way improved, by an ex-

penditure of capital and labour, the sum which a

farmer will pay to the landlord for its use will be

composed, not only of what is properly rent, but also

of a remuneration for the use of the capital which

has been laid out in its improvement. In common

language, these two sums are always confounded to-

gether, under the name of rent ; but in an inquiry

of this nature, it is necessary to consider them as per-

fectly distinct. The laws by which rent and profits

are regulated being totally different, those which go-

vern the one cannot be ascertained if it be not con-

sidered separately from the other.

On the first settling of any country abounding in

large tracts of unappropriated land, no rent is ever

paid ; and for this plain and obvious reason, that no

person will pay a rent for what may be procured in

unlimited quantities for nothing. Thus in New Hol-

land, where there is an ample supply of fertile and

unappropriated land, it is certain, that, until the

best lands are all cultivated, rent will never be

heard of. Suppose, however, that tillage has been

carried to this point, and that the increasing demand

for raw produce can, in the actual state of the science

of agriculture, be no longer supplied by the cul-

ture of the best lands ; under these circumstances

it is plain that either the increase of population

must cease, or the inhabitants must consent to pay
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such an additional price for raw produce as will

enable the second quality of land to be cultivated.

No advance short of this will procure them another

bushel of corn ; and competition will not, as will be

immediately shown, allow them to pay more for it.

They have, therefore, but one alternative. If they

choose to pay a price sufficient to cover the expence

of cultivating land of the second quality, they will

obtain additional supplies ; if they do not, they must

want them. Suppose now, that the consumers offer

such a price as will pay the expence of producing

corn on soils which, in return for the same expendi-

ture as would have produced 100 quarters on lands of

the ^rst quality^ will only yield 90 quarters ; it is

plain it will then be indifferent to a farmer whether

he pays a rent of ten quarters for the first qua-

lity of land or farms the second quality, which is

unappropriated and open to him, without paying any

rent. If the population went on increasing, lands

which would yield only 80, 70, 60, 50, &c. quarters

in return for the same expenditure that had obtain-

ed 100 quarters Jrom the best lands^ might be suc-

cessively brought under cultivation. And when re-

course had been had to these inferior lands, the corn

rent of those that are superior would plainly be equal

to the difference^ between the amount of the produce

obtainedfrom them and the amount of the produce

obtained from the worst quality under cultivation.

Suppose, for example, that the worst quality un-

der cultivation yields 60 quarters, then the rent

of thefirst quality will be 40 quarters, or 100—60 j
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the rent of the second quality will, in like man-

ner, be equal to the difference between 90 and

60, or 30 quarters ; the rent of the third quality

will be equal to 80—60, or 20 quarters, and so on :

The produce raised on the land last cultivated,

or with the capital last applied to the soil, being

all the while sold at its necessary price, or at that

price which is just sufficient to yield the culti-

vators the common and average rate of profit, or,

which is the same thing, to cover the cost of its pro-

duction. If the price were above this level, then

agriculture would be the best of all businesses, and

tillage would be immediately extended ; if, on the

other hand, the price fell below this level, capital

would be withdrawn from the soil, and the poorer

lands thrown out of cultivation. Under such circum-

stances, it is undeniably certain, that rent could not

enter into the price of that portion of produce raised

by means of the capital last applied to the soil. Its

price is exclusivelymade up of wages and profits. The

proprietors of the superior lands obtain rent ; but this

is the necessary result oi their greater fertility. The

demand cannot be supplied without cultivating infe-

rior soils ; and to enable them to be cultivated, their

produce must sell for such a price as will afford the

ordinary rate of profit to their cultivators. This

price will, however, yield a surplus over and above

the ordinary rate of profit to the cultivators of the

more fertile lands, and it is this surplus thatforms

rent.

An increase of rent is not, therefore, as is very
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generally supposed, occasioned by improvements in

agriculture, or by an increase in the fertility of the

soil. It results entirely from the necessity of resort-

ing, as population increases, to soils of a decreasing

degree of fertility. Rent varies in an inverse pro-

portion to the amount of produce obtained by means

of the capital and labour employed in cultivation j

—

that is, it increases when the profits of agricultural

labour diminishy and diminishes ixuhen they increase.

Profits are at their maximum in countries like New
Holland, Indiana, and Illinois, and generally in all

situations in which no rent is paid, and the best

lands only cultivated ; but it cannot be said that

rents have attained their maximum so long as capital

yields any surplus in the shape of profit.

A quarter of wheat may be raised in Essex, or in the

Carse of Gowrie, at perhaps 2,fourth or 2kfifth part of

the expence necessary to raise it on the worst soils in

cultivation in other parts of the country. There can-

not, however, be tisco or more prices for the same ar-

ticle at the same time and in the same market. And it

is plain, that if the average market price of wheat be

not such as will indemnify the producers of that

which is raised on the worst soils, they will cease

bringing it to market, and the required supplies

will no longer be obtained j and it is equally plain,

that if the market price of wheat exceeds this sum,

fresh capital will be applied to its production, and

competition will soon sink prices to their natural le-

vel—that is, to such a sum as will just afford the

common and ordinary rate ofprofit to the raisers
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of that portion of the required supply ofcorn which

is produced under the most wifavourahle circumstan-

ces, and at the greatest eipence. It is by the cost of

producing this portion that the average price of all

the rest must always be regulated. And, therefore, it

is plainly the same thing to the consumers whether,

in an advanced stage of society, the excess of return

over the cost of production on lands of the first quality

belongs to a non-resident landlord, or an occupier.

It must belong to the one or the other. Corn is not

high, because a rent is paid, but a rent is paid be-

cause corn is high

—

because the demand is such, that

it cannot he supplied without cultivating soils of a

diminished degree of fertility y as compared with

the best. Suppose there is an effectual demand for

10 millions of quarters, and that it is necessary to

raise one million of these quarters on lands which

yield nothing but the common and average rate of

profit to their cultivators ; it is clear that the relin-

quishing of the rents payable on the superior lands,

would be no boon whatever to the cultivators of

the inferior lands. It would not lessen their expen-

ces ; that is, it would not lessen the quantum of

capital and labour necessary to produce that portion of

the required supply which is raised under the most

unfavourable circumstances j and, if it did not re-

duce this expence, it is obviously impossible, suppos-

ing the demand not to decline, that it could lower

prices. But the case is entirely different when

the cost of production varies. If it is diminished,

the competition of the producers will infallibly sink
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prices in an equal proportion : If it is increased, no

supplies will be brought to market, unless the price

be raised to a corresponding level. In no case, there-

fore, whether the demand be great or small—whe-

ther for one or one million of quarters, can the price

of raw produce ever permanently exceed or fall be-

low the sum necessary to pay the cost of producing

that portion of the supply that is raised on the worst

land, or by means of the last capital laid out on the

soil.

Two objections have been made to this theory.

In the Jirst place, it has been said that, though

it might apply in a country like New Holland, where

land is not appropriated, still it is true that all

the lands in every civilized and appropriated coun-

try like England, always yield some small rent to

the proprietor ; and that, therefore, it cannot be said

that the price ofraw produce is, in such countries, de-

termined by the cost of raising it on that quality of

land which pays no rent.

Mr Mill has justly observed of this objection, that

even if it were well-founded, it could not practical-

ly affect any of the conclusions previously esta-

blished. There are in England and Scotland, thou-

sands of acres of land which do not let for L. £0
;

but to cultivate them would require an outlay ofmany

thousands ; and the rent would consequently bear

so small a proportion to the expences of production,

as to become altogether evanescent and inappreci-

able.*

* Elemoiis of PolUical Econvniii, p. 19, 1st edit.
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There can be no doubt, however, that there is in

this, and most other extensive countries, a great deal

of land which yields no rent whatever. In the Unit-

ed States and Russia, such is unquestionably the

case ; and yet no one presumes to say, that the laws

which regulate rent in the United States and Russia,

are different from those which regulate it in England

and France. The poorest lands are always let in

immense tracts. If it were attempted to let particu-

lar portions of these tracts separately, they would

bring no rent whatever ; but they appear to yield

rent, because rent is paid not for them, but for the

more fertile spots intermixed with them. But al-

though it were really true, that every rood of land

in Britain paid a high ^ent, it would still be true,

that such rent did not, and could not, enter into the

price of raw produce. The rent of a country con-

dsts of the difference^ or the value of the difference,

between the produce obtained from the capital first

applied to the land^ and that which is last applied to

it. It would, as has been already shown, be exact-

ly the same thing to tlie cultivator, whether he paid

a rent of ten quarters to a landlord for land yielding,

with a certain outlay, 100 quarters of corn, or em-

ployed the same capital in cultivating inferior land

yielding only 90. quarters, for which he paid no rent.

If it were possible always to obtain 100 quarters for

every equal additional capital applied to the superi-

or soils, no person, it is obvious, would ever resort to

those of inferior fertility. But the fact, that, in the

])rogress of society, new and less fertile land is al-
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ways brought under cultivation, demonstrates that ad-

ditional capital and labour cannot be indefinitely ap-

plied with the same advantage to the old land. The
state of society in any particular country may be

such—the demand for agricultural produce may be so

great, that every quality of land actually yields rent

;

but it is the same thing if there be any capital em-

ployed on land which yields only the return of stock

with its ordinary profits, whether that capital be

employed on old or new land. Now, that there is

a very large amount of capital employed in such

a manner in this and every other country, is a

fact of which there neither is, nor can be any doubt.

A farmer who rents a farm, besides employing upon

it sucli a capital as will, at the existing prices

of raw produce, enable him to pay his rent, to ob-

tain the average rate of profit, and to replace his stock

previously to the expiration of his lease, will also em-

ploy an additional capital, if it will only replace it-

self, and aflPord the ordinary rate of profit. Whether

he shall employ this additional capital or not, de-

pends entirely on the circumstance of the price of

raw produce being such as will repay his expences

and profits ; for he knows he will have no addition-

al rent to pay. Even at the expiration of his lease,

his rent will not be raised ; for, if his landlord should

require rent, because an additional capital had been

employed, he would withdraw it ; since, by employ-

ing it in agriculture, he gets only the same profits he

might have got by employing it in any other depart-

ment of industry. If the capital last applied to the
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soil yields rnore than the common and average rate

of" profit, fresh capital will be invested in agriculture,

and competition will sink prices to such a level

as will just enable them to yield this rate, and no

more ; if the capital last applied to the soil yields

less than this common and average rate of profit, it

will be withdrawn, until, by the rise of price, the last

remaining capital yields this common rate. In every

case, therefore, whether the last quality of land tak-

en into cultivation yields rent or not, tlie last capital

applied to the soil yields only the common a7id ave-

7'age rate oj pro/it ; and, consequently, the price of

the produce which it yields, and which regulates the

price of all the rest, is totally unaffected by rent.

It has, in the second place, been objected to this

account of the nature and causes of renty that it takes

for granted, that, in all extensive countries, landlords

permit the farmers of the worst lands to occupy them

without paying any rent. But, it is easy to show,

that this is a mistake. The price of raw produce

is not kept down to its necessary price by the

competition of farmers, but by that of landlords.

Though there must necessarily be a very wide dif-

ference, in any country of considerable extent, be-

tween the best and worst soils, still the gradation

from the one extreme to the other is gradual,

and almost imperceptible. The best differ but little

from those which are immediately inferior to them,

aud the worst from those immediately above them.

And hence it is just as impossible to point out

the precise point where the first quality ends and
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the second begins, or where the second ends and the

third begins, as it is to point out the precise point

where the contiguous colours of the rainbow differ.

Now, suppose that the numbers 1, 2, 3, 4, 5, 6, 7>

&c. designate the different quaHties of soil in an ex-

tensive country, and suppose that the effectual de-

mand for raw produce is such as will just afford the

common and average rate of profit to those who culti-

vate land of t\\efifth degree of fertility, or that repre-

sented by No. 5 ; when such is the case, there can be

no doubt that No. 5 will be cultivated ; for, besides

the peculiar attractions which agriculture possesses, it

would be quite as advantageous to cultivate it as to

engage in any other business. It would not, how-

ever, be more advantageous ; for its produce would

yield no surplus in the shape of rent. But suppose

that a combination took place among the proprietors

of Nos. 1, 2, 3, 4, and 5, to withhold a portion of their

produce from market ; and that, in consequence of

this, or any other cause, the price of corn is raised

ever so little above the expence of its production on

No. 5
J

in that case, it is obvious that soils of the

very next degree of fertility, or that that portion

of No. 6, which, in point of productive power, differs

extremely little from No. 5, would be instantly

brought under cultivation ; and the increased supply

would infallibly sink prices to the level that would

just afford the average rate of profit, and no more, to

the cultivators of No. 5, or of the poorest soils which

the supply of the effectual demand renders it neces-

sary to cultivate. It is quite the same thing, theye-
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fore, in so far as price is concerned, whether a coun-

try is appropriated or not. When it is appropriated,

prices are kept down to their lowest limit by the com-

petition of the landlords. And it is by the self same

principle,

—

the cost ofproducing thatportion of the

necessary supply raised under the most unfavour-

able circumstances,—that the price of raw produce is

determined in England and France, as it is determin-

ed in New Holland and Illinois.

But then it is said, that this reasoning involves a

contradiction,—that it accounts both for a rise and a

fall of price in the same way, or by an extension of

cultivation ! In point of fact, however, it does no

such thing. The market price of corn will always

be low where it is cheaply produced, as in Poland

;

and it will occasionally be low where it costs a great

deal to produce it, as in England, when a redundant

supply is brought to market. Suppose, as before,

that the effectual demand for corn in Great Britain

is at present such as will just enable lands of theffth

degree of fertility to be cultivated ; but that, owing

to variable harvests, to injudicious encouragement

held out by the Legislature, to the ardour of specu-

lation, to the miscalculation of farmers, or to any

other cause, lands of the sia:th degree of fertihty

have been cultivated ; the increased quantity of pro-

duce that must thus be thrown upon the market will

plainly depress prices to such an extent, that, instead

of yielding average profits to the cultivators of No.

6, they will not yield them to the cultivators of

No. 5. But they will yield more to the cultiva-
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tors of No. 5 than to those of No. 6 ; the latter,

therefore, will be first driven from their business
;

and when they have retired, prices will rise, not

indeed to such a height as to enable No. 6 to

be cultivated, but so high as to enable the culti-

vators of No. 5 to continue their business ; that is, as

has been already shown, to the precise sum that will

enable the raisers of the last portion of the produce

required to supply the effectual demand to obtain

the common and average rate of profit. Should the

demand, instead of continuing stationary, increase so

that it could not be supplied without cultivating

Nos. 6 and 7j the price of corn would rise in propor-

tion to the increased expence of their cultivation.

But to whatever extent the demand might increase,

still, if such an improvement were made in agricul-

ture, or in the art of raising corn, as would enable

the supply to be obtained from No. 1 only, the price

would necessarily fall to the precise sum that paid

the expences of its cultivators, and rent would en-

tirely disappear.

This analysis of the nature and causes of rent dis-

covers an important and fundamental distinction be-

tween agricultural and commercial and manufactur-

ing industry. In manufactures, the worst machinery

is first set in motion, and every day its powers are

improved by new inventions ; and it is rendered ca-

pable of yielding a greater amount of produce with

the same expence. And as no limits can be assign-

ed to the quantity of improved machinery that may
be introduced—as a million of steam-engines may be
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constructed for the same, or rather for a less, pro-

portional expence than would be required for tlie

construction of one—the competition of capitalists

never foils to reduce the price of manufactured com-

modities to the sum which the least expensive me-

thod of production necessarily requires for their pro-

duction.

In agriculture, on the contrary, the best ma-

chines, that is, the best soils, are first brought un-

der cultivation, and recourse is afterwards had to in-

ferior soils, requiring a greater expenditure of capital

and labour to produce the same supplies. The im-

provements in the construction of farming imple-

ments, and meliorations in agricultural management,

which occasionally occur in the progress of society,

really reduce the price of raw produce, and, by

making less capital yield the same supplies, have a

tendency to reduce rent. But the fall of price,

which is permanent in manufactures, is only tempo-

vary in agriculture. A fall in the price of raw

produce, by enabling all classes to obtain greater

quantities than before, in exchange for their pro-

ducts or their labour, raises the rate oi' profit, and

leads, of course, to an increased accumulation

of capital ; and this increased accumulation leads

again to a greater demand for labour, to higher

wages, to an increased population, and, consequent-

ly, to a further demand for raw produce and an ex-

tended cultivation. Agricultural improvements

check for a while the necessity of having recourse to

inferior soils and the rise of rents ; but the check
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can only be temporary. The stimulus which they,

at the same time, give to population, and the natu-

ral tendency of mankind to increase beyond the

means of subsistence, is sure, in the end, to raise

prices, and, by forcing recourse to poor lands, to

raise rents.

Mr Malthus has, in illustrating this important

distinction between agricultural and manufacturins;

industry, set the doctrine of rent in a clear and

striking point of view. '* The earth," he observes,

" has been sometimes compared to a vast machine,

presented by nature to man for the production of

food and raw materials ; but to make the resem-

blance more just, as far as they admit of compari-

son, we should consider the soil as a present to man

of a great number of machines, all susceptible of

continued improvement by the application of capital

to them, but yet of very different original qualities

and powers.

" This great inequality in the powers of the ma-

chinery employed in procuring raw produce, forms

one of the most remarkable features which distin-

guishes the machinery of the land from the ma-

chinery employed in manufactures.

" When a machine in manufactures is invented,

which will produce more finished work with less la-

bour and capital than before, if there be no patent,

or as soon as the patent is over, a sufficient number

of such machines may be made to supply the whole

demand, and to supersede entirely the use of all the

old machinery. The natural consequence is, that
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the price is reduced to the price of production from

the best machinery, and if the price were to be de-

pressed lower, the whole of the commodity would be

withdrawn from the market.

" The machines which produce corn and raw ma-

terials, on the contrary, are the gifts of nature, not

the works of man ; and we find by experience that

these gifts have very different qualities and powers.

The most fertile lands of a country, those which, like

the best machinery in manufactures, yield the great-

est products with the least labour and capital, are

never found sufficient to supply the effective demand

of an increasing population. The price of raw pro-

duce, therefore, naturally rises till it becomes suffi-

ciently high to pay the cost of raising it with inferior

machines, and by a more expensive process ; and, as

there cannot be two prices for corn of the same qua-

lity, all the other machines, the working of which re-

quires less capital compared with the produce, must

yield rents in proportion to their goodness.

*' Every extensive country may thus be considered

as possessing a gradation of machines for the produc-

tion of corn and raw materials, including in tliis gra-

dation not only all the various qualities of poor land,

of which every large territory has generally an jjbun-

dance, but the inferior machinery which may be said

to be employed when good land is further and fur-

ther forced for additional produce. As the price of

raw produce continues to rise, these inferior machines

are successively called into action ; and, as the price

of raw produce continues to fall, they are successive-
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ly thrown out of action. The illustration here used

vserves to show at once the necessity of the actual

price of corn to the actual produce, and the different

effect which would attend a great reduction in the

price of any particular manufacture, and a great re-

duction in the price of raw produce.

*' I have no hesitation, then, in affirming, that the

reason why the real price of corn is higher and con-

tinually rising in countries which are already rich,

and still advancing in prosperity and population, is

to be found in the necessity of resorting constantly

to poorer land—to machines which require a greater

expenditure to work them—and which consequently

occasion each fresh addition to the raw produce of

the country to be purchased at a greater cost ;—in

short, it is to be found in the important truth that

corn is ,sold at the p?ice necessary to yield the ac-

tual supply ; and that, as the production of this sup'

ply becomes more and more difficult, the price rises

in proportion.

" I hope to be excused for having dwelt so long

and presented to the reader in various forms the doc-

trine that corn, in reference to the quantity actually

produced, is sold at its necessary price like manufac-

tures, because I consider it as a truth of the highest

importance, which has been entirely overlooked by

the economists, by Dr Smith, and all those writers

who have represented raw produce as selling always

at a monopoly price.'**

* Iinpiirii info the Nature and Progress of Rent, p. 37-
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Jt appears, therefore, that, in the earliest stages

of society, and when only the best lands are culti-

vated, no rent is ever paid. The landlords, as such,

do not begin to share in the produce of the soil un-

til it becomes necessary to cultivate lands of an in-

ferior degree of fertility, or to apply capital to the

superior lands with a diminishing return. When-
ever this is the case, rent begins to be paid ; and it

continues to increase according as cultivation is ex-

tended over poorer soils ; and diminishes according

as these poorer soils are thrown out of cultivation.

Rent, therefore, depends exclusively on the exten-

sion of tillage. It is high where tillage is widely

extended over inferior lands ; and low where it is

confined to the superior descriptions only. But in

no case does rent ever enter into price. For, the

produce raised on the poorest lands, or by means of

the capital last applied to the cultivation of the soil,

regulates the price of all the rest ; and this produce

never yields any surplus above the common and aver-

age rate of profit.*

* The rise in the price of raw produce, occasioned by the

decreasing fertility of the soils to which every advancing socie-

ty must resort, was, I believe, first distinctly shown in a work,

in which there are many just and ingenious, intermixed with

many fanciful and erroneous views, entitled, Principes cle tout

Gouvernement, in two vols. ]2mo, published iii l^GQ. The

author has, on one occasion, hit upon the real origin of rent

—

" Qua)id les cultivateurs, devenus nombreux," says he, "auront

defric/ic toules lea hontic.i ferres ; par lew augmentation sue-

cexxivc, el pnr In cniilhinitr dn drfrir/ietnent, il -te Irovvera un

4>
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II. Money Rents.—We have now seen that tlie

corn or produce rent of a farm depends wholly on

the extent to which bad lands are under tillage, or to

which good lands are forced ; but the money rent of

a farm depends partly on situation, and partly only

on the extent to which tillage has been carried.

If all the lands in the empire were equally well si-

tuated, or were equally contiguous to markets, the

corn rents, and the money rents, of those of equal

fertility, would be everywhere equal. But the dif-

ference of situation occasions very great differences

in the money rents paid for lands of equal fertility.

Thus, suppose two farmers employ equal quantities

of capital, as 5000 quarters each, in the cultivation

of farms of equal goodness, the one situated in the

immediate vicinity of London, and the other in

Yorkshire ; and, suppose farther, that London is the

market to which the produce of both farms must be

sent, and that the cost of conveying corn from York-

shire to London is five shillings a quarter : under

these circumstances, if the gross produce of each

farm was 1000 quarters, of which the landlord re-

ceived one-fijth part, or 200 quarters, as rent, the

money rent of the farm near London would be L.50

point oil il sera plus avantageiix a un nouveau colon de prendre

a ferine des terres fecondes, que d'en defricher dc nouvelles beau-

coup mains bonnes."—(Tome I. p. 126.) It is plain;, however,

from his not reverting to the subject, that he was not at all aware

of the importance of the principle he had vStated ; and it is ap-

parent, indeed, from other passages of the work, that he sup-

posed rent entered into price.
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a-year more than the money rent of the farm in

Yorkshire. For, as the quantity of corn raised near

London is not adequate to supply the effectual

demand, its price in the city must suffice to pay

those who bring any portion of the necessary sup-

plies from the greatest distance, as well for the

expences of carriage as for those of production : And
the farmer in the immediate vicinity, who gets this

increased price for his produce, will have to pay a

proportional increase of money rent
;
just as the oc-

cupier of good land has to pay an increase of corn

or produce rent, as soon as inferior lands are taken

into cultivation.

It has been said, however, that the Middlesex far-

mer must not only pay a higher money rent, but

that he must also pay a higher corn rent : for,

if he does not, it is contended that a quantity

of corn will remain to him as profits equal to

that which remains to the Yorkshire farmer ; and

as the value of corn in Middlesex is greater than in

Yorkshire, his profits will also be proportionally

greater, which cannot be the case. But the circum-

stance of their paying equal corn rents would not

really cause any discrepancy in their profits. I

have supposed that both farmers employ equal

quantities of capital ; but it must be kept in view,

that, to whatever extent the value of raw produce

in Middlesex may exceed its value in Yorkshire,

the value of the capital belonging to the Mid-

dlesex farmer must be increased to the same ex-

tent : and hence it follows, that the increased value
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or price of the produce belonging to the last as pro-

fits, is no more than equal to the additional value of

the capital he has employed, and that he is not, con-

sequently, in any respect in a better situation than

the other.

I may here observe, that the author of the Criti-

cal DisseiHation on Value, * contends, that be-

cause the value of that corn which is raised on lands

paying rent, is not, after inferior lands are taken

into cultivation, proportioned to the cost of its pro-

duction, it is incorrect to represent the value of the

aggregate quantity of produce raised in a country

where cultivation has been extended over inferior

lands, as depending on that principle. But those

who maintain, that the value of raw products, and of

all those commodities whose quantity can be indefinite-

ly increased, by the application of fresh capital and

labour to their production, is regulated and determin-

ed by the cost of their production, invariably re-

fer to the quantity of labour required to produce that

portion of raw produce, or of any required commo-

dity which is raised under the most unfavourable cir-

cumstances. *' The exchangeable value of all com-

modities," says Mr Ricardo, " whether they be ma-

nufactured, or the produce of the mines, or the pro-

duce of land, is always regulated, not by the less

quantity of labour that will suffice for their produc-

tion under circumstances highly favourable, and ex-

clusively enjoyed hy those who have peculiar facili-

ties of production ; but by the greater quantity of *

'
p, 194.
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labour necessarily bestowed on their production by

those who have no such facihties ; by those who

continue to produce them under the most unfavour-

able circumstances ; meaning—by the most unfa-

vourable circumstances, the most unfavourable un-

der which the quantity of produce required, renders

it necessary to carry on the production,"*

This is the sense in which we are always to under-

stand the proposition that the value of commodi-

ties depends on the cost of their production, or

on the quantity of labour required to produce them,

and bring them to market. It is not meant to af-

firm, that the value of every particular hat or bushel

of corn offered for sale is determined by the quan-

tity of labour actually expended on its production

:

What is really meant is, that the value of all the

hats, as of all the corn brought to market, is deter-

mined by a certain standard ; and that this standard

is the quantity of labour required to produce that hat,

or that bushel of corn, that has been produced with

the greatest difficulty.

It is obvious, that no error can arise in estimat-

ing the value of raw produce from supposing it to

have been wholly raised under the same circumstan-

ces as that portion which is raised by means of

the capital last applied to the soil : For though por-

tions of it may have been raised under very differ-

ent circumstances, it is certain, that their value must,

notwithstanding, be exclusively determined by, and

* Principles of J'o/iiical Econoim/, l^ifl Edit. p. <iO.
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identical with the value of that which is raised by this

last applied capital. And hence, when a quantity of

corn is employed as capital in any industrious un-

dertaking, we are to consider it as being, in fact,

either the actual product, or the full equivalent of

the product, of a given quantity of the labour of those

who raise corn on the worst lands cultivated j and the

quantity of labour so wrought up in this capital, or re-

presented by it, must plainly determine the real va-

lue of the commodities produced by its agency.

This principle holds in the case of all commodities

whose quantity admits of being indefinitely extend-

ed. On tracing the exchangeable value of any ar-

ticle of tins description, we shall find that it is de-

termined, in all ordinary states of the market, by the

quantity of labour actually expended on its produc-

tion, if it is produced under the most unfavourable

circumstances, or that is actually expended on similar

articles produced under these circumstances.

It being thus established that the circumstance of

land being appropriated, and rent paid to the land-

lords, cannot affect the price of commodities, or make

any difference whatever on the principle which regu-

lates their exchangeable value in the earliest stages

of society, I proceed, in the next place, to inquire

into the effects of the accumulation and employment

of capital, and of variations in the rate of wages on

the value of commodities.
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Section VI.

Effect of the employment of Capital in Production, on the Ex-

changeable Value of Commodities—Effect of Variations in

the Rate of Wages on Exchangeable Value—(1.) When Ihe

Capitals employed in Production are of the same degree of

Durability ; and (2.) When they are of different degrees of

Durability— Time not to be taken into account in estimating

Value—A High Rate of Wages does not lay the Commerce

of a Country tmder any disadvafitage.

It has been previously shown, that the quantity of

labour required to produce a commodity, and to bring

it to market, formed, in the eady stages of society,

and before capital was accumulated, the sole prin-

ciple by which its exchangeable value was regulated.

But capital is only another name for all those com-

modities or articles produced by human industry, that

can be made directly available, either to the support

of man, or to the facilitating of production. It

is, in fact, nothing more than the accumulated pro-

duce of anterior labour; and when it is employed

in the production of commodities, their value must

plainly be regulated, not by the quantity of immedi-

ate labour only, but by the total quantity, as well

of immediate as of accumulated labour, or capi-

tal, which has been necessarily laid out in their pro-

duction. Suppose that an individual can, by a day's

labour, without the assistance of any capital whatever,

kill a deer ; but that it requires a day's labour to con-

struct weapons necessary to enable him to kill a bea-



RATE OF WAGES ON VALUE. !289

ver, and another day's labour to kill it. It is evident,

supposing the weapons to have been rendered useless

in killing the beaver, that one beaver really took as

much labour to kill it as was required to kill two

deer, and must, therefore, be worth twice as much.

The durability of the weapons, or of the capital em-

ployed by the beaver hunter, is obviously an element

of the greatest importance in estimating the value of

the animals killed by him. Had the weapons been

more durable than has been supposed,—had they

served, for example, to kill twenty beavers instead of

one, then the quantity of labour required to kill a

beaver would only have been one-twentieth more

than the labour required to kill a deer, and the ani-

mals would, of course, have exchanged in that pro-

portion for each other; and it is plain that, with every

extension of the durability of the weapons, the value

of the deer and the beaver would be brought still

nearer to equality.

It appears, therefore, inasmuch as capital is no-

thing but the accumulated produce of anterior la-

bour, that its employment cannot affect the principle

which makes the exchangeable value of commodities

dependent on the quantities of labour required for

their production. A commodity may be altogether

produced by capital, without the co-operation of any

immediate labour whatever ; and, inasmuch as the

value of this capital is regulated and determined by

the quantity of labour required for its production, it

is obvious, that the value of the commodities pro-

duced by its means must at bottom be determined

T
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by the same quantity ef labour : Or a commodity may

be partly produced by capital, and partly by imme-

diate labour, and then its exchangeable value will be

proportioned to the sum of the two, or, which is still

the same thing, to the total quantity of labour be-

stowed upon it. These principles are almost self-evi-

dent, and it is not easy to see how they can be made

the subject of dispute or controversy ; but a consider-

able difference of opinion is entertained respecting

the effects occasioned by the employment of work-

men by capitalists, and by fluctuations in the rate of

wages, on value.

It does not, however, seem that there is really

much room for these differences. Suppose that a

certain quantity of goods, a pair of stockings for

example, manufactured by independent workmen,

freely exchanges for a pair of gloves also manufac-

tured by independent workmen, they will continue

to exchange in this proportion, provided the quan-

tities of labour required for their production continue

invariable, after the workmen have been employed

by some master manufacturer. In the first case it is

true, as Dr Smith has observed, that the whole

goods produced by the workmen belong to them-

selves, and that, in the second case, they have to

share them with their employers. But it must be

recollected, that in the first case the capital, or accu-

mulated labour, made use of in the production of the

commodities, belonged to the workmen, and that, in

the latter case, it has been furnished them hy others.

The question then comes to be, Can the circumstance
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of labourers voluntarily agreeing to give a portion of

the commodities produced by them, as an equivalent^

or compensation for the advantage and assistance de-

rived from the use of the capital, or accumulated la-

bour of others, afford any ground for raising the va-

lue of the commodities produced by them ? It is

evident it cannot. The profits of capital are only

another name for the wages of accumulated labour.

They make a part of the price of every commodity

in whose production any portion of capital has been

wasted. But whether this capital belongs to the la-

bourer himself, or is furnished him by another, is ob-

viously of no consequence. When the capital does

not belong to the labourer, the commodities pro-

duced by him are divided into two specific portions,

whereof one is the produce of the immediate labour,

and the other of the capital, or accumulated labour,

laid out upon them. But the value of the commo-

dities will continue constant so long as the same

quantity of labour is required for their production,

whether that labour be supplied by one or more indi-

viduals. A shoemaker who manufactures shoes on his

own account, must obtain the same rate of profit on

their sale, that would accrue to a master shoemaker

were he employed byhim as a workman. He must not

only possess a capital adequate to maintain himself

and his family until his shoes can be disposed of, but

he must also be able to furnish himself with a work-

shop and tools, to advance money to the tanner to

pay his leather, and to provide for various other

outgoings. If he did not, exclusive of the or-
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dinary wages of labour, realize a prolit, or compen-

sation for the employment of his capital, equal to the

profit obtained by the master shoemaker, it would

obviously be for his advantage to lend it to him, and

to work on his account ; and it is plain, inasmuch as

his shoes could not be sold for a higher price than

those of the capitalist, that he could not realize a

greater profit.

It appears, therefore, that the circumstance of the

accumulated labour or capital, and the immediate la-

bour required to produce commodities being furnish-

ed by different classes of people, does not affect the

principle that their exchangeable value depends on

the total quantity of labour required for their pro-

duction. It now only remains to trace the effects of

fluctuations in the rate of wages on price. When this

is done, the subject will be exhausted.

To simplify this inquiry, I shall divide it into two

branches : I shall inquire, j'^ri^, whether fluctuations

in the rate of wages have any, and, if any, what ef-

fects on the relative value of commodities produced

by the aid of capitals of equal degrees of durability
;

and,.s^e'co?/^/, whether these fluctuations have any, and,

if any, what effects when the capitals employed are of

unequal degrees of durability.

I, The first branch of this inquiry involves no real

difficulty. If all classes of capitalists employed

either fixed or circulating capitals, returnable in pre-

cisely the same periods, or of precisely the same de-

gree of durability, they would all be in the very
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same situation, and would be equally affected by a

rise or fall of wages. This proposition is self-evi-

dent, and must be assented to by every one. But,

under these circumstances, it is plainly impossible

that a rise or fall of wages could occasion any variation

in the relative value, or price of commodities. Sup-

pose, for example, that a hat produced, when wages are

2s. a-day, freely exchanges for a pair of boots j and

let us suppose that, from some cause or other, wages

rise to 3s., the question is, will this rise of wages af-

fect the relative value of hats and boots ? It is obvious

that it could not. The relation of hats to boots could

not possibly be affected, either by this or by any con-

ceivable rise or fall of waives. Fluctuations in the

rate of wages cannot, it must be remembered, be con-

fined to one department. Competition will always

elevate or depress their rate in any one trade to the

common level of others. If wages really rise Is. a

day in the hat trade, they must, and they certainly

willy unless restrictive and injurious regulations in-

terpose, rise Is. in every other business. It is plain,

then, that the hatter could not urge the circumstance

of his being obliged to pay a greater amount of wages

to his workmen, as a reason why the bootmakers

should give him a greater number of boots in ex-

change for the same number of his hats ; for the

bootmaker would have it in his power to reply, and

would most certainly avail himself of that power, that

the same rise of wages affected him to precisely

the same extent. If, therefore, a hat was previ-

ously worth or exchanged for a pair of boots, they
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will continue to preserve this relation to each other,

until some variation takes place in the quantities of

labour required to produce them, and bring them to

market. So long as these quantities continue the

same, wages may rise to a guinea, or they may fall to

a penny a day, without its being possible for either

the rise or the fall to have the slightest eftect on their

value.

But it may perhaps be said, that, though the rela-

tion which commodities produced by the aid of capi-

tals of equal degrees of durabih'ty bear to each other

cannot be affected by fluctuations in the rate ofwages,

these fluctuations may notwithstanding affect their

price, or their value estimated in money. But if the

variation in the rate of wages be J^eal and not no-

minal, that is, if the labourer be getting either a

greater or less proportion of the produce of his

industry, or a greater or less quantity of money of

invariable value, this will not happen. Money is it-

self a commodity, whose value depends on the same

circumstances that determine the value of all other

commodities. If the mine which supplies the gold

and silver, of which money is made, be situated

in the country, then it is clear, that the rise of wages

that affects other producers, will equally affect those

who are engaged in the production of gold and sil-

ver : and, if gold and silver be imported from abroad,

it is equally clear, that no more of them will be ob-

tained in exchange for commodities produced by the

dearer labour, than was previously obtained for the

commodities produced by the cheaper labour ; for, i(
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those who export commodities to foreign countries,

and exchange them for the precious metals, were to

obtain more of such metals after wages rose than pre-

viously, they would be gaining just so much more

than the common and average rate of profit gained

by their neighbours at home, whose competition

would speedily and infallibly compel them to give

the same quantity of goods produced by the dear la-

bour, for the same quantity of the precious metals

that they had obtained previous to the rise in the rate

of wages.

In this statement, it is taken for granted, that

the value of money has been all the while invari-

able ; that is, that the same quantity of labour con-

tinues necessary to produce the same quantity of it.

If the value of money fluctuates, if it becomes either

more or less difficult of production, then, undoubt-

edly, both the rate of wages, and the price of com-

modities will vary. But they will do so, not because

the labourer gets a greater or less amount of wages,

but because the value of the commodity, or standard

in which icages and prices are estimated, has varied.

Wages, though most commonly paid in money, really

consist of a part of the produce of the industry of the

labourer •, consequently, they bear a high real value,

when the labourer gets a comparatively la?-ge share

of the produce of his industry ; and a low re«/ value

when he gets a comparatively small share of that pro-

duce. Instead of being identical with wages esti-

mated in money or commodities, real or proportional,

wages are often lowest when money wages are
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highest, and they are often rising at the moment that

money wages are falling, and vice vei'sa. And hence,

in order to avoid falling into endless mistakes, it is

expedient, in all investigations into the distribu-

tion of commodities, to consider wages in the

light, of a certain proportion of the produce of in-

dustry—as being really invariable, so long as this

proportion continues unchanged—as having really

risen when it is increased, and really fallen when it is

diminished.

The mistaking of fluctuations in the rate of money

wages, for fluctuations in the real rate of wages, has

been the source of much error and misapprehension.

A man whose wages are Is. a day, must get 2s. to

keep them at the same level, should the value of

money decline a half; and the hat which now sells

for 10s. must then, for the same reason, sell for 20s.

It is obviously false, to call this a real rise, either of

wages or prices : This, however, is what is generally

done. The manufacturer who gives sixpence a day

more to his men, and who sells his goods at a pro-

portionally higher price, because of a fall in the re-

lative value of money, rarely suspects that there has

been any such fall, and almost invariably concludes,

that the rise of wages has been the cause of the rise

of prices, overlooking entirely the real cause of the

rise of both—the decline in the value of the money

or commodity in which wages and prices are esti-

mated.

Even if it were true, which most certainly it is not,

that, when money is invariable in value, a rise of
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wages occasioned an equal rise in the money price

of all commodities, it would be of no advantage

to the producers. Commodities are always bought,

either by other commodities, or by labour, and it

is almost superfluous to add, that it is quite im-

possible they can ever be bought by any thing

else. Of what benefit, then, would it be to a ca-

pitalist, a cotton-manufacturer for example, to sell

his cottons for 10 per cent, advance, when wages

rose 10 per cent., when he would be obliged

to give just so much more for every commodity

for which he had a demand? When wages really

rise, the producers are in precisely the same si-

tuation, whether they sell the commodities they

have to spare, and purchase those they have occasion

for at their former price, or whether they are all

raised proportionally to the rise of wages.

This principle may be still farther illustrated, by
supposing that the quantities of labour required for

the production of every species of commodities are

increased in exactly the same proportion: Under

such circumstances, it is quite certain, that their ex-

changeable values, as compared with each other,

would remain unaltered. A bushel of corn would

not then exchange for a greater quantity of muslin

or of broad cloth, than it did before the increased ex-

pence of its production; but each would have a greater

rea/value, because each would bethe produce ofa great-

er quantity of labour. Under these circumstances,

the prices of commodities would remain stationary,

while the wealth and comforts of the society would



298 EFFECT OF FLUCTUATIONS IN THE

be materially diminished. Every person would have

to make greater exertions to obtain a given quantity

of any one commodity ; but as the expence of pro-

ducing all commodities is, by the supposition, equal-

ly increased, it would not be necessary to make any

greater exertions to obtain one than another, and

their relative values would be totally unaffected.

But, if a general and equal increase of the quanti-

ties of labour required for the production of commodi-

ties cannot alter their relation to one another, it is

quite obvious that this relation cannot be affected by

a general and equal increase of the wages paid for

that labour. Fluctuations in the rate of real wages

affect the proportion in which the produce of indus-

try, under deduction of rent, is divided between ca-

pitalists and labourers—diminishing the proportion

belonging to the capitalists, when they rise, and in-

creasing it when they fall. But as these changes in the

distribution of commodities neither add to, nor take

from the quantity of labour required to produce them

and bring them to market, they cannot affect either

their real or exchangeable value.

II. The arguments now brought forward, to show

the impossibility of fluctuations in the rate of wages,

affecting the exchangeable value of commodities pro-

duced by capitals of the same durability, were first ad-

vanced by Mr Ricardo. He, too, was the first who

endeavoured to analyze and discover the effects of

fluctuations in the rate of wages on the value of com-

modities, when the capitals employed in their produc-
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tion were not of the same degree of durability. The
results of his researches in this most difficult branch

of the science were still more important, and more

completely at variance with the universally received

opinions of political economists : For, Mr Ricardo

has not only shown that it is impossible for any rise

of wages to raise the price of all commodities ; but

he has also shown, that in many cases a rise of wages

necessarily leads to a fall of prices, and a fall of

wages to a rise of prices !

It must be admitted, that this proposition certain-

ly appears, when first stated, not a little paradoxical.

The paradox, however, is altogether in appearance.

On adverting to the means by which certain classes

of commodities are produced, it will immediately be

seen, that no proposition can, apparently, be more

reasonable, or consistent with probability ; and it may
be very easily shown that there is none more certain.

Some commodities are almost exclusively the pro-

duct of accumulated labour, or capital, and others of

the immediate labour of man. Nearly the whole of

the first class will, consequently, belong to the capi-

talist, and the latter to the labourer. Suppose a ma-

nufacturer has a machine worth L. 20,000, endued

with a high degree of durability, and which can ma-

nufacture commodities without the assistance of any,

or with but very little manual labour. In this case,

it is quite clear that the goods produced by the ma-

chine really form the profits of the capital invested in

it ; and their value in exchange, or their price rated

in money, must, therefore, vary with every variation
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in the rate of profit. If profits are at 10 per cent.,

then the goods annually produced by the machine

must, supposing money to be produced under the

same circumstances, sell for L. 2000, with a small

additional sum to cover the wear and tear of the en-

gine : Should profits rise to 15 per cent., the price

of the goods produced by the machine must rise to

L. 3000, for otherwise the manufacturer would not

obtain the common and average rate of profit : And
if, on the other hand, profits should fall to 5 per cent.,

the price of the goods must, for the same reason, fall

to L. 1000. If, therefore, it can be shown, that a

rise of wages reduces the rate of profits, it necessari-

ly follows that it must also reduce the exchangeable

value and price of all such commodities as are chiefly

produced by machinery, or fixed capital of a consider-

able degree of durability, or by circulating capitals

returnable at distant periods, and vice versa.

Now, it is easy to show that, so long as no varia-

tion takes place in the quantity of labour required

for the production of commodities,*" every rise of

wages must reduce profits, and must, therefore, re-

duce the exchangeable value of those commodities

which have been chiefly produced by the aid of fixed

capital or machinery. It is plain, from what has been

previously stated, that to whatever extent wages rise,

it must be impossible for any set of producers, whe-

ther the capitals employed by them are returnable in

* The reason for tliis limitation will be subsequently ex-

plained.
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a day, a week, a year, or a hundred years, to obtain

a larger share of the commodities produced by others

of the same class—that is, whose capitals are return-

able in equal periods with their own. This is just as

absolutely impossible as it is to change the relation of

proportional numbers by multiplying or dividing them

all by the same number ; and, therefore, it is perfect-

ly certain that a rise of wages cannot raise the value

of any one commodity as compared with all other

commodities. But, if it cannot do this, it must

universally lower profits. Suppose wages rise 10

per cent. : Assuredly that rise will not enable

those manufacturers, who employ the fewest la-

bourers in proportion to their capital, to obtain any

larger share of the products belonging to those capi-

talists who are placed under similar circumstances

—

that is, who employ equal quantities of machinery

and labour, and still less of those who lay out a lar-

ger portion of their capital in the payment of wages.

It is clear, therefore, that the profits of the manufac-

turers in question, and, consequently, the profits of

all other producers whatever must be reduced by this

rise of wages ; and whenever this reduction takes

place, the exchangeable value of the commodities,

produced chiefly by the aid of fixed capital or ma-

chinery, will be diminished, as compared with those

produced chiefly by the hand.

Suppose that the numbers 1, % 3, 4, 5, 6, 7> 8,

9, 10, 11, &c. represent the various capitals, classed

according to the respective^ degrees of their ave-

rage durability, employed in this or any other
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country ; that No. 1 represents that class ofcapitals

which are wholly employed in the payment of wages,

and which are most speedily consumed and repro-

duced, No. 2, that class which is next in durability,

and so on until we come to No. 11, which represents

that class of capitals which chiefly consist of highly

durable machinery, and which are longest in being

consumed and reproduced. Let us farther suppose,

that the commodities produced by the agency of

these capitals are all yielding the same common and

average rate of profit to their proprietors, and let us

endeavour to discover what would, under these cir-

cumstances, be the effect of fluctuations in the rate of

wages on the value of commodities. If wages rise, it

is plain that the holders of the least durable capitals

(No. 1,) who may be supposed to use no machinery,

will be more affected by the rise than the holders of

the second class (No. 2,) who may be supposed to em-

ploy some little machinery, and these again more than

the holders of the third class (No. 3,) and so on till

we come to the holders of the capital of the highest

degree of durability (No. 1 1,) which may be supposed

to consist almost wholly of very durable machinery,

and who will, on that account, be comparatively but

little affected by the rise. Suppose, now, to illus-

trate the principle, that wages have so risen that the

increased rate paid by the proprietors of the most dur-

able capitals to the few labourers they employ—for

they cannot possibly avoid employing a few to superin-

tend their machinery—has had the effect to reduce

their profits one per cent. : There is obviously no
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mode in which these capitalists can indemnify them-

selves for this fall of profits ; for, as they employ the

fewest labourers, they are least of all affected by the

rise of wages j the profits of all other capitalists

being more reduced than theirs in proportion to the

greater number of labourers they employ. Thus, sup-

posing the proprietors of the most durable capitals,

or of No. 11, to employ a certain number of labour-

ers in proportion to their capital, the proprietors ofthe

next class, or of No. 10, to employ twice that number,

and those of No. 9, three times that number, and so

on; then, on the hypothesis that the rise of wages has

reduced the profits of the most durable capitals, or

No. 11, one per cent, it will have reduced those of

No. 10, two percent., those of No. 9, three per cent,

and so on till we come to the least durable class,

No. 1, whose profits will be reduced eleven percent.

It is plain, however, that this discrepancy in the rate

of profit must be of very temporary duration. For the

undertakers of those businesses, in which either the

whole or the greater portion of the capital is laid

out in paying the wages of labour, observing that

their neighbours, who have laid out the greater

portion of their capital on machinery, are less af-

fected by the rise of wages, will immediately be-

gin to withdraw from their own businesses, and to

engage in those that are more lucrative. The class

of commodities produced by the most durable capi-

tals, Nos. 7> 8, 9, 10, &c. will, therefore, become re-

dundant , as compared with those produced by the

least durable capitals, Nos. 1, 2, 3, 4, &c. ; and this
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increase on the one hand, and diminution on the

other, will have the effect to sink the value of the

commodities produced by the most durable capitals

as compared with those produced by the least dura-

ble capitals ; or, which is the same thing, to raise the

value of the latter compared with the former, till

they all yield the same rate of profit.

The class of commodities produced by capital of

the medium degree of durability, or by No. 6, would

not be affected by the rise ; for, whatever they lost

in exchangeable value, as compared with the commo-

dities produced by the less durable capitals, they

would gain as compared with those produced by the

more durable capitals.

It has, however, been contended, that though the

equalization in the rate of profit now alluded to

might be effected by the destruction of a portion of

the less durable capital, or by the comparatively

great accumulations that would henceforth be made

by the holders of the more durable capitals, who

were but little affected by the rise of wages, it could

not be effected by such a transference of capital from

the one class of businesses to the other as has been

supposed : For it is said, that the fixed stock, or

machinery, belonging to the holders of the capitals

of the greatest degree of durability, being itself the

produce of labour, it would not be possible to obtain

this machinery at its former price after wages rose,

so that the profits of the existing holders of Nos.

7, 8, 9, &c. could not be beat down to a common level

with those of the holders of the less durable ca-
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pitals by an influx of new competitors. But it

is easy to see that this objection is not tena-

ble. Suppose, which is the strongest case for the

argument I am combating, that the machines, be-

longing to the capitalists of the class No. 11, are the

produce of the labourers employed by the capitalists

of the class No. 1. When wages rise, it is evident the

machines, and other commodities produced by No. 1,

cannot rise in value, as compared with money, or

any other commodity produced under different cir-

cumstances, until they are diminished, or the others

increased in quantity. And hence, there are two

very sufficient reasons why the producers of the

machines should not be disposed to sell them

after wages rise ; for, in the first place, if they

sell them, they will obtain no higher price for

them than they obtained before the rise ; and, in

the second place, as the more lucrative businesses,

or those that are least affected by the rise of wages,

can only be carried on by means of machinery, they

could not, if they sold the machines, transfer cir-

culating capital to them, but would be compelled

to continue in those businesses that had become

relatively disadvantageous. Instead, therefore, of

selling the machines, a large proportion of their

producers would be induced to employ them in

the businesses for which they were intended ; and

would thus come into competition with the existing

holders of the capitals Nos. 7» 8, 9, 10, &c. exactly

on the same footing that they stand, or with ma-

chines that have cost exactly the same price as theirs

;

u
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nor would this transference of capital cease until the

quantity of the commodities produced on the least

durable side of the scale, had been so much dimi-

nished, and their value so much increased, as compar-

ed with those produced on the more durable side,

that they were all brought to yield the same common

and average rate of profit.

If wages, instead of rising, had fallen, the oppo-

site effects would liave been produced. The holders

of the capitals Nos. 1, 2, 3, &c. who employ a com-

paratively large proportion of labourers, deriving a

greater advantage from the fall of wages than the

holders of the capitals Nos. 7» 8, 9, &c. their profits

would be raised above the level of the latter. In

consequence, capital would begin to move from those

businesses that employed the fewest to those that

employed the greatest number of labourers ; and the

indestructible equilibrium of profit would be restored

by an increase of the exchangeable value of the com-

modities produced by the most durable, as compared

with those produced by the least durable capitals.

It is abundantly certain, therefore, that no rise of

wages can ever occasion a general rise of prices, and

no fall of wages a general fall of prices ; but, sup-

posing the productiveness of industry, or the quan-

tity of labour required to produce commodities to

remain the same, a rise of wages, instead of occasion-

ing a general rise of prices, will have the effect to

occasion a general fall of profits ; and a fall of wages,

instead of reducing prices, will occasion a general

rise of profits. Ovvinji,-, however, to the different
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and ever varying degrees of the durability of the

machinery, or fixed capital, employed in the produc-

tion of commodities, and the varying relation which

the portion of capital laid out in wages, or in the

pay of immediate labour, bears to the whole capital

employed, it is rather difficult to determine, a priori,

the precise extent to which any given fluctuation in

the rate of wages will affect the rate of profit, and

the exchangeable value of commodities. But, when

due pains are taken, this may be always done : and

the following three cases will briefly, and, I hope,

satisfactorily elucidate the manner in which fluctua-

tions in the rate of wages always operate, and the

method to be followed in estimating their influence

on profits and prices :

1. If all commodities were produced by immedi-

ate labour, or by capital employed in the payment of

wages, it is obvious that every rise of wages would

cause an equal fall of profits. A capitalist who em-

ployed L. 1000 in the payment of wages, must, if

profits were at 10 per cent., sell the commodities for

L. 1100. But when wages rise 5 per cent., or to

L. 1050, he would not be able to sell his commodi-

ties for more than L.l 100 '^Jor money is itselfa com-

moditij, and as, hy the supposition, all commodities

are produced by immediate labour, the rise ofwages

would ajject the producers oj' money to the very same

degi^ee that it ajfected all other producers. In this

case, therefore, it is plain every rise of wages will

equally sink profits, and every fall oi wages will

equally raise them.
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2. If all commodities were produced, one-half by

immediate labour, and the other halfhy capital, pro-

fits would only fall to half the extent that wages rose.

Suppose a capitalist employs L. 500 in the payment

of wages, and L. 500 as a fixed capital, when profits

are at 10 per cent., the commodities produced must,

as before, sell for L.llOO. If wages rose 5 per cent.,

the capitalist would have to pay L. 525 as wages,

and would, consequently, only retain L.75 as profits.

In this case, therefore, a rise of wages to the extent

of 5 per cent, would, because of the employment of

equal quantities of capital and immediate labour in

the production of commodities, only sink profits 2^
per cent.

3. If all commodities were produced by capital of

a high degree of durability, the capitalists, it is ob-

vious, would not be at all affected by a rise of wages,

and profits would, of course, continue as before.

Now, suppose that commodities, instead of being

wholly produced either by immediate labour, as in

the first case, or wholly by equal quantities of im-

mediate labour and of capital, as in the second, or

wholly by fixed capital as in the third, are partly

produced in the one mode, and partly in the other,

and let us see what effect this increase of 5 per cent,

in the rate of wages would have on their relative

values. To facilitate this inquiry, let us distin-

guish these three descriptions of commodities by the

Nos. 1, 2, and 3, Now, it is quite evident that the

rise of wages has affected No. 1 2^ per cent, more

than it has affected No. 2, and 5 per cent, more
1
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than it has affected No. 3. No. 1 must, therefore,

as compared with No. 2, have risen 2^ per cent, in

exchangeable value, and as compared with No. 3, it

must have risen 5 per cent. ; No. "2 must have fallen

2^ per cent as compared with No, 1, and risen 2^

per cent, as compared with No. 3 ; and No 3 must

have fallen 5 per cent, as compared with No. 1, and

2^ per cent, as compared with No. 2. If wages, in-

stead of rising, had fallen, the same effects would ob-

viously have been produced, but in a reversed order.

The proprietors of the commodities of the class No.

1 would gain 5 per cent, by the fall ; those of No. 2

would gain 2^ per cent., and those of No 3 nothing
;

and the relative values of these commodities would

be adjusted accordingly. *

Thus, then, it appears, inasmuch as any commo-

dity taken for a standard by which to estimate the

relative values of other commodities, must itself be

produced by capital returnable in a certain period,

that xvhen wages rise, all commodities produced by

LESS durable capitals than those which produce the

commodity taken far a .standard, will rise in ex-

changeable value, and all those produced by more

durable capitals will fall ; and conversely when

wages are reduced. Suppose, as before, that the

Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, and 11, represent

capitals of corresponding degrees of durability. If a

* The examples here given are substantially the same witli

those given by Mr Mill. Elements of Political Economij, .Qd

Edit. p. 103.
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commodity produced by the least durable capital,

No. 1, and which may be supposed to be wholly em-

ployed in the payment of wages, be taken for a stand-

ard, all commodities whatever, produced by the other

and more durable capitals would fall in value when

wages rose ; and if we suppose those produced by

No. 2 to decline 1 per cent., those produced by No.

3 would decline 21 per cent., those produced by No.

4, 3 per cent., and so on until we arrive at No. 11,

which will have fallen 10 per cent. If, on the other

hand, a commodity, produced by the most durable

capital. No. 11, and which may be supposed to con-

sist wholly of highly durable machinery, be made the

standard, when wages rise, all the commodities pro-

duced by the other less durable capitals would also

rise ; and if those produced by No, 10 rose 1 per

cent., those produced by No. 9 would rise 2 percent.,

and those produced by No. 1,10 per cent. If a com-

modity, produced by a capital of the medium degree

of durability, as No. 6, and which may be supposed to

consist half of circulating capital employed in the pay-

ment of wages, and half of fixed capital or machin-

ery, be taken as a standard, the commodities pro-

duced by the less durable capitals, Nos. 5, 1, 3, 2, and

1, will rise with a rise of wages, on the former hypo-

thesis, the first, or No. 5, 1 per cent, the second, or

No. 4<, i2 per cent, &c. ; while those produced by the

more durable capitals, Nos. 7> 8, 9, 10, and 11, will

fall, the first, or No. 7, 1 per cent., the second, or

No. 8, 2 per cent., &c. exactly the reverse of the

other.
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Hence it is obvious that the effect which variations

in the rate of wages have on price will principally

depend on the nature of the capital employed in the

production of gold or silver. Whatever may be the

proportions of circulating capital appropriated to the

payment of wages, and of fixed capital employed in

the production of the material of which money is

made, all those commodities which are produced by

the agency of a greater quantity of circulating capi-

tal, and with less fixed capital or machinery, will rise

when wages rise, and fall when wages fall ; but those

that are produced by the agency of a less quantity of

circulating capital, and with more fixed capital or

machinery, will fall when wages rise, and rise when

wages fall ; while those that are produced in nearly the

same circumstances, or by the agency of the same

quantities of circulating and fixed capital as money,

will not be affected by these fluctuations.

It should be observed, however, that the varia-

tions in the exchangeable value of most commodities,

caused by variations in the rate of wages, are confin-

ed within comparatively narrow limits. We have al-

ready seen that, if all commodities were either pro-

duced wholly by immediate labour, or wholly by capi-

tal, or wholly by equal quantities of both, no varia-

tion in the rate of wages could have any effect on the

value of commodities. But, in point of fact, a very

large class of commodities are produced by means of

nearly equal portions of fixed and circulating capital

;

and as every rise of proportional wages that may take

place must, under such circumstances, be balanced
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either by a fall in the rate of profit or by a proportional

increase in the productiveness of industry, it is evi-

dent that the value of the commodities in question,

as compared with each other, would remain nearly

stationary. Although, therefore, a rise of wages has

a necessary tendency to raise the exchangeable value

ofoneclassof commodities, and, consequently, to lower

that of another class, the fall of profits, which must

inevitably follow every rise of wages that is not ac-

companied by an increased productiveness of indus-

try, has a contrary effect, and tends to sink the value

of the commodities which the increased rate of wages

would raise, and to elevate the value of those which

the same increased rate would sink. And it is only

in the extreme cases, or in the case of the commodi-

ties produced almost wholly by direct manual labour,

on the one hand, or in that of those produced almost

wholly by the aid of fixed capital or machinery, on

the other, that a variation in the rate of wages occa-

sions a considerable variation in their relative values.

It must also be observed, that though fluctuations

in the rate of wages occasion some variation in the

exchangeable value of particular commodities, they

neither add to nor take from the total value of the

entire mass of commodities. If they increase the va-

lue of those produced by the least durable capitals,

they equally diminish the value of those produced by

the more duiable capitals. Their aggregate value

continues, therefore, always the same. And though

it may not be strictly true, of a particular connnodity,

that its exchangeable value is directly as its real va-



INFLUENCE OF TIME, &C. 313

lue, or as the quantity of labour required to produce it

and bring it to market, it is most true to affirm this

of the mass of commodities taken together.

The principles I have now endeavoured to unfold

and elucidate are substantially the same with those

advanced by Mr Ricardo : But Mr Ricardo was in-

clined to modify his grand principle, that the ex-

changeable value of commodities depended on the

quantity of labour required for their production, so

far as to allow that the additional exchangeable value

that is sometimes given to commodities by keeping

them after they have been purchased or produced,

until they become fit to be used, was not to be

considered as the effect of labour, but as an equi-

valent for the profits the capital laid out on the

commodities would have yielded had it been actually

employed. I confess, however, notwithstanding

the hesitation I cannot but feel in differing from so

great an authority, that I see no good reason for

making this exception. Suppose, to illustrate the

principle, that a cask of new wine, which cost L. 50,

is put into a cellar, and that, at the end of twelve

months, it is worth L. 55, the question is—Whether

ought the L.5 of additional value, given to the wine,

be considered as a compensation for the time the

L. 50 worth of capital has been locked up, or ought

it to be considered as the value of additional labour

actually laid out on the wine? I think, that it

ought to be considered in the latter point of view, and

for this, as it appears to me, most satisfactory and con-

clusive reason, that if we keep a commodity, as a cask



314 INFLUENCE OF TIME

of wine, which has not arrived at maturity, and on

which, therefore, a change or effect is to he pro-

duced, it will be possessed of additional value at a

year's end ; whereas, had we kept a cask of wine, or

any other commodity, which had already arrived at

maturity, and on which no beneficial or desirable

change could be produced, for a hundred or a thou-

sand years, it would not have been worth a single ad-

ditional farthing. This seems to prove incontro-

vertibly, that the additional value, acquired by the

wine during the period it has been kept in the cellar,

is not a compensation or return for time, but for the

effect or change that has been produced on it. Time

cannot of itself produce any effect ; it merely affords

space for really efficient causes to operate, and it is

therefore clear it can have nothing to do with value.

Still better to illustrate this proposition, let us

suppose that an individual has two capitals, one con-

sisting of a thousand pounds worth of new wine,

and the other consisting of nine hundred pounds

worth of leather, and one hundred pounds worth of

money : Suppose now, that the wine is put into a

cellar, and that the L. 100 is paid to a shoemaker,

who is employed to convert the leather into shoes.

At the end of a year, this capitalist will have two

equivalent values, perhaps L. 1,100 worth of wine,

and L. 1,100 worth of shoes. Now, if the increased

value given to these capitals be a consequence of the

change or effect that has been operated on them, and

that it is so, is evident from the fact, that if either the

leather or the wine had been found at the end of the
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year in the same state it was in at its commence-

ment, it would have had no additional value, are we

not entitled to affirm that this additional value has

been given to these capitals by the operation of

agents, which it required equal capitals to set in mo-

tion, and furnish with materials whereon to operate,

and that, consequently, both shoes and wine are the

result of equal quantities of labour ?

If it should be objected that the cases in ques-

tion are not parallel—that there is L, 100 worth

of labour laid out on the shoes, and that there

is no labour laid out on the wine, I answer, that

the difference is not real but apparent, and that,

in truth and reality, there is exactly the same

amount of labour expended on both. In point of

fact, all that is done in either case is to change the

form of equal capitals—to transmute, if I may so

speak, a certain amount of capital through the me-

dium of human hands into shoes, and to transmute an

equal amount of capital, through the medium of na-

tural powers, into wine fit for drinking. The employ-

er of the shoemaker paid him his L. 100 ofwages, not

in the expectation that he was to lay out these wages,

in addition to the labour of his hands, on his shoes

;

but that he might lay out the wages on himself, and

give him his labour as an equivalent for them. On
the one hand, therefore, the shoes were produced by

nine-tenths of accumulated labour or capital, and one-

tenth of immediate labour, while, on the other, the

wine was wholly produced by means of capital. The

object which the owner of the leather had in view
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was, to convert a certain amount of capital into shoes,

and, to accomplish it, it was necessary that he should

exchange one- tenth of it for an equivalent amount of

the immediate labour of shoemakers. In the produc-

tion of the wine, this exchange of capital for labour

was not necessary ; the effect which had, in the first

case, been produced by the agency of man, being, in

the second case, produced by the agency of the pro-

cesses which nature herself carried on in the casks.

It is clear, therefore, that no greater quantity of la-

bour was required to produce the shoes than to pro-

duce the wine. Different agents were employed to

convert the capital into the finished produce, but that

was all. The quantity of capital which set these

agents in motion, and on which they operated effects,

was, in both cases, exactly the sam.e, and, conse-

quently, both products were brought into existence

by the same quantity of labour.

When a commodity is either wholly or partly pro-

duced by means of a machine, every one allows

that the value communicated to it by its operations

is derived entirely from labour; and yet, there

is not at bottom a shadow of difference in the

nature of the operations effected by the aid of machi-

nery, from those of fermentation, and the other pro-

cesses carried on inside a cask, except that they are

visible to the eye, and that the others are not.

The case of timber affords a still better example

of the universal applicability of this doctrine. When
a tree grows naturally upon land which is not occu-

pied, its value obviously depends on the labour
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required to cut it down. But, excluding the con-

sideration of rent, the payment of which would only

cause a different division of the tree without affectins:

its value, let us suppose that a tree which is now

worth L.25,or L.30, was planted a hundred years ago

at an expence of one shilling, it may be easily shown,

that the present value of the tree is owing entirely to

the quantity of labour laid out upon it. A tree is at

once a piece of timber, and a machine for manufac-

turing timber ; and though the original cost of this

machine be but small, yet, as it is not liable to waste

or decay, the capital vested in it will, at the end of a

distant period, have operated a considerable effect,

or, in other words, have produced a considerable va-

lue. If we suppose that a machine, which cost only one

shilling, had been invented a hundred years since

;

that this machine was indestructible, and, conse-

quently, required no repairs ; and that it had, all the

while, been employed in the weaving of a quantity

of yarn, gratuitously produced by nature, which was

only now finished, this cloth might now be worth

L.25 or L.30 ; but, whatever value it maybe posses-

sed of, it is evident it must have derived it entirely

from the continued agency of the machine, or, in other

words, from the quantity of labour expended on its

production. This, however, is just the same case, in

point of principle, as that of the tree. The capital em-

ployed in the timber-making machine was small ; but

the great length of time during which it was em-

ployed, enabled it to produce a powerful effect, and

has, therefore, given a high value to its produce.
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Time is not, therefore, to be taken into account

in estimating the vakie of commodities, except only

when it may be necessary to refer to it, in order to

ascertain the quantities of labour required for their

production. If the capitals be equal, and the times in

which the effects, or changes, operated by their means

are different, it is at once a proof that a greater quan-

tity of labour has been required to produce the one ef-

fect than the other, and an exponent of that greater

quantity—in the same way as we justly say, that

twice the quantity of labour is expended on a com-

modity which can only be produced by a workman in

a month, that is expended on one which he can

produce in a fortnight. If it requires L.IOOO worth

of capital, or accumulated labour, to collect the ma-

terials, and to set and keep the muscles of the ma-

sons in motion who are to build a house, and if it al-

so requires L.IOOO worth of capital to collect the

fluid, and to set and keep fermentation and the other

processes in motion that are required to produce

a given quantity of wine, then it is plain, in the

event of the house and the wine being produced in

the same time, that they are the produce of equal

quantities of labour ; and it is also plain, in the event

of their requiring different times for their produc-

tion, that it can only be because different quantities

of labour are required for that purpose.

Besides the objection now stated, it has been con-

tended by Colonel Torrens, in his valuable work On
the Production of Wealth^m. opposition to the theory

I have been endeavouring to establish, that, alter ca-
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pital has been accumulated, the relative or exchange-

able value of commodities is no longer, as in the early

stages of society, determined by the total quantities of

labour required to bring them to market, but by the

guatitities of capital required for that purpose. At

bottom, however, this theory is precisely the same as

that just explained. Capital is nothing but the

accumulated produce of anterior labour ; and its

value, like the value of everything else, is to be es-

timated by the quantity of that labour required

to procure it. In this respect, too, there is no dif-

ference, as has been already shown, between labour-

ers and any other species of machines. A labourer

is himself a portion of the national capital ; and is to

be considered, in all investigations of this sort, mere-

ly as a machine which it has required a certain quan-

tity of labour to construct : The wages earned by the

labourer are no more than a fair remuneration for

the labour performed by him, or, if I may so speak,

they yield only the common and ordinary rate of pro-

fit to the proprietors ofthe machine calledman, exclu-

sive of a sum to replace the wear and tear of the ma-

chines, or, which is the same thing, to supply the

place of the old and decayed labourers with new ones.

Whether, therefore, a commodity has been produced

by the expenditure of a capital which it cost a certain

quantity of the labour of man to provide, or whe-

ther it has been immediately produced by the ex-

penditure of that quantity of labour directly upon it,

is of no moment. In either case, it is produced by

exactly the same amount of labour, or, if it should
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be deemed a better phrase, of capital. There is, in

trutli, no substantial difference between the labour of

man and of machinery. Men are themselves capi-

tal ;—they are the product of anterior labour, just

as much as the tools or engines with which they per-

form their tasks : And to say that the exchangeable

value of commodities depends on the quantities of

capital expended on their production, is not to con-

tradict, but is, in fact, only another way of expres-

sing the identical proposition I have been endea-

vouring to illustrate.

Many practical conclusions of great interest and

importance may be deduced from the principles de-

veloped in this section. It had, for example, been

long and universally supposed, that a country where

wages are comparatively low would be able, provided

it possessed the same facilities for the production of

commodities, to undersell all other countries in mar-

kets equally accessible to all parties. But, the princi-

ples now laid down show the fallacy of this opinion.

Suppose, to exemplify the mode in which variations

in the rate of wages really affect foreign commei'ce,

that England and France have equal facilities for

producing all sorts of commodities, and that the rate

of wages is equal in both countries ; and let the fol-

lowing numbers represent the different classes of ca-

pital, ranged according to the different degrees of

their durability, employed in production in England

and France, viz.

Nos. 1, ^, 3, 4, 5, 6, 7, 8, 9, 10, 11, &c. England.

Nos. V, 2', 5', 4', 5', C)', 7', 8', 9', 10', 11', &c.

France.
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Now, as the two countries are supposed to have

equal facilities of production, and as the rate of

wages in them both is also supposed to be the same,

the commodities produced by each will sell equally

well in any third market, as in that of the United

States, equally open to both : But, suppose that,

while wages continue stationary in France they rise

in England, and mark the result. All that class

of commodities produced in England by the capi-

tals Nos. 7j ^, 9, 10, &c. which are above the me-

dium degree of durability, and may be supposed

to consist chiefly of machinery, will fall, while those

produced by the less durable capitals Nos. 1, 2, S, 4,

&c. will rise. The former will not, however, fall only

in relation to other commodities produced in Eng-

land by less durable capitals, but they will alsofall in

relation to the commodities produced in France by

the corresjionding and equally durable capitals Nos.

7'i ^'» 9', 10', &c. ; while the latter, or the commodi-

ties produced in England by the capitals Nos. 1, 2, 3,

4, &c. will rise in value as compared with the commodi-

ties produced in France by the corresponding capitals,

Nos. 1', a', 3', 4', &c. The merchants of England

and France will, therefore, no longer come into the

American market on the same terms as formerly
;

for England will now have a decided advantage

over France in the production and sale of those

commodities that are produced chiefly by machinery,

while France will, on her part, have an equally de-

cided advantage over England in the production

and sale of those commodities that are chiefly the
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direct 2)rodiice of the hand. And such, in point of

fact, is actually the case. The bulk of our exports

consists of cotton goods and other products of ma-

cliinery ; whereas the bulk of the exports of France

consists of the productions of her soil, and of

jewellery and fancy articles, principally the product

of manual labour. It is, therefore, quite idle to sup-

pose that a rise of wages can ever be fatal to the fo-

reign commerce of a country. It may, indeed,

turn it into new channels, but that is all it can do.

If, on the one hand, it raises the value of certain de-

scriptions of commodities, and checks their exporta-

tion, on the other hand, it proportionally lowers the

value of other descriptions, and fits them the better

for the foreign market.

It appears, therefore, that instead of our high

( wages laying our cotton manufacturers under any

disadvantage in the sale of their goods as com-

pared with their continental competitors, their ef-

fect is distinctly the reverse. The high wages

we pay to our workmen cause loxv profits ; and

as the principal part of the value of cottons and

other commodities chiefly produced by the agency

of machinery, consists of profits, it must be compa-

i ratively low where wages are high. Suppose, for

example, that two highly dural)le machines, of equal

power and goodness, and which can manufacture

commodities with but little manual labour, are erect-

ed, the one in France and the other in England :

If the machines cost L. 20,000 each, and if the rate

of profit in France is seven and in England five per
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cent, the goods produced by the French machine

would have to sell Tor L. 1,400, whereas those pro-

duced by the English machine would only sell for

L. 1,000, It should also be observed, inasmuch as one

description of machinery is for the most part largely

employed in the production of another, that it is

most probable, in the event of one of the machines

being made in England and the other in France, that

the English one would not cost so much as L. 20,000,

and that its produce might on that account be sold

under L. 1000. Independently, however, of this

circumstance, the advantage that our manufacturers

who employ a great proportion of machinery must

have over those of France, in consequence of our

higher wages and lower profits, is obvious and de-

cided. This principle sets the impolicy of the re-

strictions on the exportation of the machinery used

in cotton-mills in a very striking point of view. It is

quite evident that although France were possessed of

all those facilities for manufacturing cottons we now

enjoy, though Normandy were a second Lancashire,

and Rouen a fac simile of Manchester, her manufac-

turers would not be able to enter into a successful

competition with those of England. The posses-

sion of better machinery would have no tendency

to raise wages and lower profits in France ; and,

till this is done, we must, supposing we continue to

possess equal facilities of production, always have a

decided ascendancy over the French in the sale of

such articles as are mainly produced by means of

machinery.
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The statement now made, is not meant to convey

the insinuation that our high wages and low profits

are really advantageous. On the contrary, the ten-

dency of a low rate of profit is not only to occasion

all countries in which it obtains to advance slowly

as compared with those in which it is higher, but

it also forms a strong temptation to transfer capital

to other countries. A reduction of wages, following

a corresponding reduction in the price of corn, or

any of the principal necessaries that enter into the

consumption of the labourer, would certainly have

the effect to raise profits, and thus, by raising their

price, to narrow the foreign demand for cottons.

But, a diminution in the amount of the commodities

we now export to foreign countries, arising from

this cause, instead of being injurious would be most

beneficial. It would be the effect of industry having

become more productive ; and any capital that had

previously been employed in the production of goods

for the foreign market, that could not, under the

supposed new circumstances of the country, be ad-

vantageously sent abroad, would be certain to meet

with a more advantageous employment in other

branches. But in so far as the cotton manufacture

is concerned, there can be no manner of doubt that

our high wages and low profits have most powerfully

contributed to its extraordinary extension. And,

however paradoxical it may seem, it is, nevertheless,

unquestionably true, that, were wages to rise, addi-

tional capital woukl be attracted to the cotton manu-

facture, and the price of cottons would experience a
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further reduction ; whereas, were wages to fall, capi-

tal would be drawn from the cotton manufacture to

those businesses that employ less machinery, and the

price of cottons would rise.
*

• Sir WiJliam Petty seems to have been the first person

who has distinctly stated the principle, that the relative value

of commodities depends entirely on the quantities of labour

required for their production. " If," says he, " a man bring

to London an ounce of silver out of the earth in Peru, in the

same time that he can produce a bushel of corn, the one is the

natural price of the other ; now, if, hy reason of new and

more easie mines, a man can get two ounces of silver as easily

as formerly he did one, then corn will be as cheap at ten shil-

lings the bushel as it was before atfive shillings, cceteris pari-

bus." (Treatise of Taxes and Coiitrihiitions, ed. 1679, p. 31.)

At page 24, he says, " Let a hundred men work ten years

upon corn, and the same number of men the same time up-

on silver ; I say that the neat proceed of the silver is the

price of the whole neat proceed of the corn ; and like parts of

the one the price of like parts of the other :" and, at page

67, he says, " Corn will be tivice as dear when there are two

hundred husbandmen to do the same work which an hundred

could perform." These passages are curious and interesting,

as exhibiting the first germs of that theory which Mr Ricardo

has perfected.
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Section VII.

Circumstances which determine the Rate of Wages.—(\.) Mar-

ket, or Real Wages; depend on the proportion bet tvee?i capital

andpopulation.—(2.J Natural or Necessary Wages; depend

071 the species and qnaiitity offood and other articles requir-

edfor the consumption of the labourer ; different in different

countries and periods.—J^ffect offfuctuations in the rate oj

Wages 071 the condiiiofi of the labouring classes—Adva7itagc

of a high rate of Wages—Advantage of having the labour-

er's dependent for support on the cheapest species offood—
High ivages not a cause of idleness—Effect of the Poor Laws

and of Educatio7i, on the co7idition of the labourers—(^-J

Proportional Wages ; depend partly on the amoiint and spe-

cies of the articles consumed by the labourers, arid partly on

the productiveness of industry.

We have already seen that the wages earned

by the labourers engaged in different employments

may really, when all things are taken into account,

be considered as about equal ; and, therefore, with-

out regarding the differences that actually obtain

in the amount of money, or of commodities, earn-

ed by different sets of workmen, I shall suppose

all sorts of labour to be reduced to the same com-

mon standard, and shall endeavour to discover the

principle that regulates the rate of wages paid for

that common labour.

This inquiry will be facilitated by dividing it into

three branches ; the object in iXieJirst being to dis-

cover the circumstances which determine the market

or actual rate of wages at any given moment ; in the

second, to discover the circumstances which deter-



OF WAGES. 327

mine the natural or necessary rate of wages, or the

wages required to enable the labourer to subsist and

continue his race;—and in the third, to discover the

circumstances which determine proportional wages,

or the share of the produce of his industry, failing to

the labourer.

I. Circumstances which determine the mar-

ket OR actual Rate of Wages—The capacity

of a country to support and employ labourers, is in

no degree dependent on advantageousness of si-

tuation, richness of soil, or extent of territory.

These, undoubtedly, are circumstances of very great

importance, and must have a powerful influence

in determining the rate at which a people ad-

vances in the career of wealth and civilization. But

it is obviously not on these circumstances, but on the

actual amount of the accumulated produce of previ.

ous labour, or of capital, devoted to the payment of

wages, in the possession of a country, at any given pe-

riod, that its power of supporting and employing la-

bourers must wholly depend. A fertile soil affords

the means of rapidly increasing capital ; but that is all.

Before this soil can be cultivated, capital must be

provided for the support of the labourers employed

upon it, just as it must be provided for the support of

those engaged in manufactures, or in any other de-

partment of industry.

It is a necessary consequence of this principle, that

the amount of subsistence falling to each labourer, or

the rate of wages, must depend on the proportion
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which the wiiole capital bears to the whole amount of

the labouring population. If the amount of capital

were increased, without a corresponding increase

taking place in the population, a larger share of such

capital would fall to each individual, or the rate of

wages would be augmented : And if, on the other

hand, population were increased faster than capital, a

less share would be apportioned to each individual,

or the rate of wages woukl be reduced.

To illustrate this principle, let us suppose, that

the capital of a country appropriated to the pay-

ment of wages, would, if reduced to the stand-

ard of wheat, form a mass of 10,000,000 of quar-

ters : If the number of labourers in that coun-

try were two millions, it is e\adent that the wages

of each, reducing them all to the same common

standard, would be Jive quarters : and it is fur-

ther evident, that this rate of wages could not be in-

creased otherwise, than by increasing the quantity of

capital in a greater proportion than the number of la-

bourers, or by diminishing the number of labourers

in a greater proportion than the quantity of capital.

So long as capital and population continue to march

abreast, or to increase or diminish in the same pro-

portion, so long will the rate of wages, and conse-

quently the condition of the labourers, continue un-

affected ; and it is only when the proportion of capi-

tal to population varies—when it is either increased

or diminished, that the rate of wages sustains a cor-

responding advance or diminution. The well-being

and comfort of the labouring classes are, therefore.
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especially dependent on the relation which their in-

crease bears to the increase of the capital that is to

feed and employ them. If they increase faster than

capital, their wages will be reduced ; and if they in-

crease slower, they will be augmented. In fact, there

are no means whatever by which the command ofthe

labouring class over the necessaries and conveniences

of life can be enlarged, other than by accelerating

the increase of capital as compared with population,

or by retarding the increase of population as compar-

ed with capital : and every scheme for improving the

condition of the labourer, which is not bottomed on

this principle, or which has not an increase of the

ratio of capital to population for its object, must be

completely nugatory and ineffectual.

The wages of labour are most commonly either

paid or estimated in money ; and it may perhaps be

thought, that their amount will, in consequence, de-

pend more on the quantity of money in circula-

tion in a country, than on the magnitude of its ca-

pital. It is really, however, quite the same to the la-

bourer whether the quantity of money received by

him as wages is great or small. He will always re-

ceive such a quantity as will suffice to put him in

possession of the portion of the national capital fall-

ing to his share. Men cannot subsist on coin or

paper. Where wages are paid in money, the labour-

ers must exchange it for necessaries and convenien-

ces ; and it is not the quantity of money they re-

ceive, but the quantity of necessaries and convenien-

ces for which that money will exchange, that is to
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be considered as really forming their wages. If the

quantity of money in Great Britain were reduced a

half, the rate of wages, estimated in money, would de-

cline in the same proportion ; but, unless some change

had, at the same time, taken place in the amount

of that portion of the capital of the country which

consists of the food, clothes, and other articles that

enter into the consumption of the labourer, he would

continue in precisely the same situation. He would

carry a smaller quantity of pieces of gold and silver to

market than formerly ; but he would obtain the same

quantity of commodities in exchange for them.

Whatever, therefore, may be the state of money

wages in a country—whether they are Is. or 5s. a

day—it is still certain, that if the amount of the na-

tional capital and the population continue the same,

or increase or diminish in the same proportion, no

variation will take place in the rate of wages. Wages

never really rise, except when the proportion of ca-

pital to population is enlarged ; and they never real-

ly fall, except wlien that proportion is diminished.

The effects which the different rates at which capital

and population advance in different countries have on

the condition of their inhabitants, may be exemplified

in a very striking manner, by comparing the rate of

increase and the actual state of the people of Great

Britain, with the rate of increase and the actual state

of the people of Ireland. It is certainly true, that

there has been a considerable increase in the capital

of Ireland during the last hundred years ; though no

one, in the least acquainted with the progress of the
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different parts of" tlie Empire, has ever presumed to

say that this increase has been in the proportion of

a third or even ajburth, to the increase of capital in

England and Scotland during the same period. But

the increase of population in Ireland, as compared

with its increase in Britain, has been widely different

from the increase in the capital of the two coun-

tries, or in their means of employing people, and

supporting them in a state of comfort and respecta-

bility. According to the tables given in the Parlia-

mentary Reports, the population of Great Britain

amounted, in I72O, to 6,955,0C0, and, in 1821, it

amounted to 14,391,000, having a little more than

doubled in the course of the century : While, from

the same Reports, it appears that the population

of Ireland, whose capital had increased in so inferior a

proportion to that of Britain, amounted to very little

more than two millions in 1731, and to very near se-

ven millions in 1851 ; having nearly quadrupled in

less time than the population of Britain took to double/

Without entering upon any lengthened inquiries

respecting the causes of this difference, it may be ob-

served, that, on the first introduction of the potato in-

to Ireland, in 1(310, the peasantry, then very much

degraded, and without any elevated notions of what

was necessary for their comfortable subsistence, ea-

gerly resorted to so cheap a species of food ; and, ow-

ing to the unfortunate circumstances under which

they have ever since been placed, they have never en-

deavoured to attain to any thing higher. Provided

they have sufficient supplies of potatoes they are con-
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tent to vegetate, for they cannot be said to live, in

rags and wretchedness. But whatever may have

been the causes which have led to the disparity pre-

viously stated in the increase of population in Great

Britain and Ireland as compared with the increase of

their capitals, there cannot be the shadow of a doubt,

that its successive augmentation in Ireland is the

immediate and proximate cause of the want of de-

mand for labour in that country, and of the misery

and extreme poverty of the people. The number of

persons soliciting employment, compared with the

means of rewarding their exertions, is so very great,

that wages have been reduced to the lowest pittance

that can afford the smallest necessary supply of the

coarsest and cheapest species of food capable of sup-

porting human life. All the witnesses examined by the

Committee of the House of Commons, on '* The Em-

ployment of the Poor of Ireland'* in 1823, concur in

representing their numbers as excessive, and their

condition as wretched in the extreme. Their cabins,

which are of the most miserable description, are

utterly unprovided with any thing that can be called

furniture ; in many families there are no such

things as bed-clothes; the children, in extensive

districts of Munster and the other provinces, have

not a single rag to cover their nakedness ; and,

whenever the potato crop becomes even in a slight

degree deficient, the scourge of famine and dis-

ease is felt in every corner of the country. Mr
Maurice Fitzgerald, M. P. mentions, that " he had

known tlie peasantry of Kerry quit their houses
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in search of employment, offering to work for the

merest subsistence that could be obtained, for two-

pence a-day, in short, for any thing that would pur-

chase food enough to keep them alive for the en-

suing twenty-four hours."* Mr Tighe mentions,

that " the number of persons in Ireland supported

by charity is quite inconceivable ; they must be sup-

ported either by charity, or by pillage and plunder
;

to the want of employment I attribute every thing

that afflicts and disgraces that country."! And Dr
Rogan, who had been employed by Government to

report on the state of disease in the North of Ireland,

states, in his valuable work on the Fever in Ulster,

published in 1819, that " throughout the extensive

counties of Tyrone, Donegall, and Derry, the popu-

lation is only limited by the difficulty of procuring

food. Owing to the universal adoption of the cottier

system, and to the custom of dividing farms among

the sons, on the death of the father, the labouring

classes are infinitely more numerous than are required

for the purposes of industry. Under these circum-

stances, they are engaged in a constant struggle for

the bare necessaries of life, and never enjoy its com-

forts, t

These statements, which might, were it necessary,

and did our space permit, be multiplied a thousand

fold, conclusively show that a vast increase has taken

place in the population of Ireland, and that it is now

both superabundant and miserable in the extreme.

* Reporl, p. 158. t RepoH, p. 108. t P. 8.
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And hence the obvious and undeniable inference,

that, in the event of the population having increased

less rapidly than it has done, there would have been

fewer individuals soliciting employment, and that,

consequently, the rate of wages would have been pro-

portionally higher, and the condition of the poor so

far improved. No proposition then can be more

true, than that the unexampled misery of the Irish

people is directly owing to the excessive augmenta-

tion of their numbers ; and nothing can be more

perfectly futile, than to expect any real or lasting

amendment in their situation, until an effectual check

has been given to the progress of population. It is

obvious, too, that the low and degraded condition in-

to which the people of Ireland are now sunk, is the

condition to which every people must be reduced,

whose numbers continue, for any considerable pe-

riod, to increase faster than the means of providing

for their comfortable and decent subsistence j and

such will most assuredly be the case, in every old

settled country in which the principle of increase is

not powerfully counteracted by the operation of mo-

ral restraint, or by the exercise of a proper degree

of prudence and forethought in the formation of

matrimonial connections.

II. Circumstances which determine thf^

Natural or Necessary Rate of Wages.—
There are obviously limits, however difficult it may

be to specify them, to the extent to which a re-

duction of wages can be carried. The co;d of pro-
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ducing labour^ like that ofproducing all other articles

brought to market, must be paid by the purchasers.

The race of labourers would become altogether ex-

tinct, were they not to obtain a sufficient quantity

of food and other articles required for their own sup-

port, and that of their families. This is the lowest

amount to which the rate of wages can be permanently

reduced ; and it is for this reason, that it has been de-

fined to be the iialural or necessary rate of wages.

The market or actual rate of wages may sink to the

level of this rate ; but it is plainly impossible it can con-

tinue below it. It is not, as has been already shown,

on the quantity of money received by the labourer,

but on the quantity of food and other articles neces-

sary for his support, for which that money will ex-

change, that his ability to maintain himself, and to

rear as many children, as may be required to keep

up the number of labourers, must depend. The na*

tural or necessary rate of wages must, therefore, be

determined by the cost pf producing the food and

other articles which enter into the consumption of

the labourers.* And though a rise in the market or

* L'ouvrier mineur, en Saxe, recoit, 18 sols par jour de sa-

laire, tandis que 1' ouvrier employe au meme genre de travail,

dans la province de Choco au Perou, recoit en argent six a

sept fois plus. ]\Iais ce dernier paie aussi six a sept plus cher

le pain dont il se nourrit^ paree que la farine des Etats-Unis

y est transportee a dos de mulct a une longue distance des co-

tes, par des routes monteuses et difficiles. Ce que le maitre

doit fournir a l'ouvrier c'est la subsistence, et 1' argent donne

ne peut jamais etre que la representation de cette subsist-

ence. Garnier, Richesse des Nations, V. p. 351.
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current rate of wages is seldom exactly coincident

with a rise in the price of necessaries, they can never,

except in the rare case when the market rate of wages

greatly exceeds the natural or necessary rate, be very

far separated. However high the price of commodi-

ties may rise, the labourers must always receive a

supply equivalent for their support : If they did not

obtain this supply, they would be left destitute ; and

disease and death would continue to thin the popula-

tion, until the reduced numbers bore such a propor-

tion to the national capital as would enable them to

obtain the means of subsistence.

The opinion of those who contend, that the rate

of wages is in no degree influenced by the cost of pro-

ducing the articles consumed by the labourers, has

obviously originated in their confounding the princi-

ples which determine the market rate of wages at any

given period, with those which determine their natu-

ral or necessary rate. No proposition can be better es-

tablished than that the market rate of wages, when re-

ference is made only to a given moment, is exclusively

determined by the proportion between capital and po-

pulation. But in every inquiry of this nature, we

ought not only to refer to particular points of time,

but also to periods of average duration ; and if we

do this, we shall immediately perceive that the ave-

rage rate of wages does not depend wholly on this

proportion. The price of shoes, at any given instant,

to take a parallel case, is plainly dependent on the

extent of their supply, compared with the demand of

those who have the means of purchasing them ; but
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it is quite obvious, that if this price were to sink be-

low the sura necessary to pay the cost of producing

shoes, and bringing them to market, they would no

longer be supplied :—And such is precisely the case

with labourers. They neither will, nor in fact can,

be brought to market, unless the rate of wages is

such as will, on the average^ suffice to bring them

up and maintain them. From whatever point of the

political compass we may set out at first, we shall find

that the cost of production is the grand principle

to which we must always come at last. It is this

cost that determines the natural or necessary rate of

wages, just as it determines the average price of com-

modities. However low the demand for labour may

be reduced, still if the price of the articles necessary

for the maintenance of the labourer is increased, the

natural or necessary rate of wages must be increased

also. Let us suppose, to illustrate this principle,

that, owing to a scarcity, the price of the quartern

loaf rises to 5s. In this case, it is plain, inasmuch as

the same number of labourers would be seeking for

employment after the rise as before, and as a rise in

the price of bread, occasioned by a scarcity, could not

increase the demand for labour, that wages would

not be increased. The labourers would, in conse-

quence, be forced to economise, and the rise of price

would have the beneficial effect to lessen the con-

sumption of food, and to distribute the pressure

equally throughout the year. But suppose that the

rise, instead of being occasioned by the accidental

occurrence of a scarcity, has been occasioned by an

Y
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increased difficulty of production, and that it will be

permanent^ the question to be determined is, will

the money wages paid the labourer continue at their

former elevation, or will they rise ? Now, in this

case it may be easily shown, that they must rise

:

For it is abundantly obvious, that the comforts of all

classes of labourers would be greatly impaired by

this rise in the price of bread ; and those who, pre-

viously to its taking place, had only enough to sub-

sist upon, would now be reduced to a state of ex-

treme destitution, or rather I should say of abso-

lute famine. Under such circumstances, an increase

of mortality could not fail to take place ; while the

greater difficulty of providing subsistence would in-

terpose a powerful check to the formation of matri-

monial connections, and the increase of population.

By these means, therefore, either the actual amount

of the population, or the ratio of its increase, or

both, would be diminished ; and this diminution, by

lessening the number of labourers, would increase

the proportion of capital to population, and enable

them to obtain higher wages.

The statements now made are not advanced on

any arbitrary or supposed grounds, but have been

deduced from, and are consistent with the widest

and most comprehensive experience. Those who

examine the registers of births, marriages, and

deaths, kept in all large and populous cities, will

find that there is invariably a diminution of the for-

mer, and an increase of the latter, whenever the

price of corn or of the principal necessaries of life,

sustains any material advance. '* It will be ob-
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served," says Mr Milne, in his valuable Treatise

on Annuities, in reference to the prices of wheat in

England, " that any material reduction in the price

of wheat, is almost always accompanied by an in-

crease both of the marriages and births, and by a de-

crease in the number of burials ; consequently by an

increase in the excess of the births above the deaths :

Also, that any material rise in the price is generally

attended by a corresponding decrease in the mar-

riages and births, and by an increase in the burials

;

therefore, by a decrease in the excess of the births

above the deaths. Thus it appears, that an increase

in the quantity of food, or in the facility with which

the labouring classes can obtain it, accelerates the

progress of the population, both by augmenting the

number of births and diminishing the rate of mor-

tality ; and that a scarcity of food retards the in-

crease of the people, by producing in both ways op-

posite effects." And in proof of the correctness of

this statement, Mr Milne gives, among many others

to the same effect, the following account of the num-

ber of births and deaths within the London bills of

mortality in 1798, 1800, and 1802

:

Births. Deaths. Price of Wheats
1798 19,581 — 20,755 — L.2 10 3 per Qr.

1802 21,308 — 20,260 —375
Medium of these 1

two years. j 20,445 — 20,508 — 2 18 10
1800 18,275 — 25,670 — 5 13 7

Diiferences 2,170— 5,162 — 2 14 9
Decrease. Increase. Increase. *

Mihie on Annuities, Vol. II. p. 402.
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M. Messance, the author of a valuable work on

the population of France, * has collected a great deal

of important information on the same subject. *' It

has been established," says he, " by the various in-

vestigations that have been made, that those years in

which corn has sold at the highest price, have also

been those in which mortality was greatest, and dis-

ease most prevalent ; and that those, on the contrary,

in which corn has been cheapest, have been the

healthiest, and least mortal.*' The tables published

by M. Messance of the number of deaths and the

price of wheat, for a considerable number of years,

at Paris, Lyons, Rouen, and some other cities of

France, bear the most unequivocal testimony to the

truth of this doctrine. In 1744, for example, when

the price of wheat at Paris was 11 livresl5 sols the sep-

tier, the number of deaths amounted to 16,205 ; and

in 1753, when the price of wheat was 20 livres 3 sols,

the deaths amounted to 21,7l6. In the /owr years

of the greatest mortality at Paris, in the interval be-

tween 1743 and 1763, the average price of the sep-

tier of wheat was 19 livres 1 sol, and the average an-

nual number of deaths 20,895 ; and in thefour years

of the least mortality during the same interval, the

average price of the septier was 14 livres 18 sols, and

the average annual number of deaths l6,859. +

It may here, perhaps, be proper to mention,

that it has been long observed, that the tendency

of wages is not to rise, but rather to fall in un-

* Recherchcs sur la Populalioii, ^r. p. 291. t Ibid. p. 311.
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usually dear years ; and several of the witnesses

examined before the Committees of the Houses

of Lords and Commons, on the state of agriculture

in 1814, endeavoured to prove, by comparing wages

with the prices of corn and other necessaries, that

there was really no such connection between the

two as has been supposed ; and that, so far from their

varying in the same way, wages were generally lowest

in years when the price of corn was highest. But it

is not difficult to explain the causes of this apparent

anomaly. The truth is, that the number of labourers,

which is in no case immediately reduced, is, in most

cases, immediately increased by a rise of prices. In

dear years, an increased number of females, and such

poor children of both sexes as are fit to work, are ob-

liged to quit their homes, or to engage in some spe-

cies of employment ; while those labourers who work

by the piece, endeavour, by increasing the quantity

of their work, to obtain the means of purchasing a

greater quantity of food. It is natural, therefore,

that the immediate effect of a rise of prices, should

be to lower, not to raise the rate of wages. But we

should fall into the greatest imaginable error, if we

supposed that, because this is the immediate, it is also

the lasting and constant effect of such a rise ! It is

obvious, indeed, that this immediate fall of wages, and

the greater exertions the rise of prices forces the la-

bourers to make, must have a powerful tendency, as

well by lessening their supplies of food, as by adding

to the severity of their labour, to increase the rate of

mortality, and, consequently, by diminishing their
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number, to hasten that rise of wages that will cer-

tainly take place if prices continue high.

But, in endeavouring to show that the market rate

of wages cannot be permanently reduced below their

natural or necessary rate, it is not meant to represent

the latter as fixed and unvarying. If any given spe-

cific quantity of certain articles was absolutely neces-

sary to enable the labourer to subsist and continue

his race, then it is clear no lasting reduction could

ever be effected in its amount. But such is not the

case. By the natural or necessary rate of wages, is

meant only, in the words of Dr Smith, such a rate as

will enable the labourer to obtain " not only the com-

modities that are indispensably necessary for the sup-

port of life, but whatever the custom of the country

renders it indecent for creditable people, even of the

lowest order, to be without." Now it is plain, from

this definition, that there neither is nor can be any

absolute standard of natural or necessary wages. It

is impossible to say what comm.odities are indispensa-

ble for the support of life ; for, these, as well as the

other articles required for the use of the lower orders,

depend essentially on the physical circumstances un-

der which every people is placed, and on custom and

habit. The differences of climate, for example, by

giving rise to very different physical wants in the in-

habitants of different countries, necessarily occasion

very considerable variations in the natural or neces-

sary rate of wages. The labourer in cold climates,

who must be warmly clad, and whose cottage must be

built of solid materials and heated with a fire, could



OF WAGES. 343

not possibly subsist on tlie same rate of wages that

would suffice to supply all the wants of the labourer

inhabiting more genial climates, where clothing,

lodging, and fire were of very inferior importance.

Humboldt mentions, that there is a difference of

nearly a th'wd in the cost of maintaining, and conse-

quently in the necessary wages of a labourer in the

hot and temperate districts of Mexico ; and there is

a still greater difference in the rates of necessary wa-

ges in different and distant countries. The food, too,

of the labourers in different countries varies extreme-

ly. In some it is both expensive and abundant com-

pared to what it is in others. In England, for ex-

ample, the labourers principally subsist on wheaten

bread and beef, in Ireland on potatoes, and in Cliina

and Hindostan on rice. In many provinces of France

and Spain, a certain allowance of wine is considered

indispensable to existence ; and in England, the la-

bouring class entertain nearly the same opinion with

respect to beer and porter ; whereas the drink of the

Chinese and Hindoos consists of nothing but water.

In Ireland the peasantry live in miserable mud
cabins, without either a window or a chimney

;

while in England the cottages of the peasantry

have all glass windows and chimneys, are well fur-

nished, and are as much distinguished for their

neatness, cleanliness, and comfort, as those of the

Irish for their filth and misery. In consequence of

these different habits, there is an extreme difference,

not in the rate of necessary wages merely, but in their

actual or market rate in these countries ; so much so,
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that while the average market price of a day's labour

in Enghmd may be taken at from ^Od. to 2s., it can-

not be taken at more than 5d. in Ireland, and 3d. in

Hindostan ! Nor have the habits of the people of the

same countries, and the standard by which the natur-

al rate of wages has been regulated at different pe-

riods, been less fluctuating and various. The habits

of the English and Scottish labourers of the present

day, are as widely different from those of their ances-

tors in the reigns of Elizabeth, James I., and Charles

I,, as they now are from the habits of the labourers

of France and Spain. The standard by which the

natural rate of wages was formerly regulated has been

raised ; there has been a greater prevalence of moral

restraint ; the proportion of capital to population has

in consequence been increased j and the poor have

been most fortunately taught to form much more ele-

vated opinions, respecting the amount of necessaries

and conveniences required for their subsistence.

The natural or necessary rate of wages is not,

therefore, a fixed and unvarying quantity ; and

though it be strictly true that the market rate of

wages can never sink permanently below its contem-

porary natural rate, it is no less true that this natural

rate has a tendency to rise when the market rate rises,

and to fall when it falls. The reason is, that the

number of labourers in the market is a given quan-

tity, which can neither be speedily increased when

wages rise, nor speedily diminished when they fall.

When wages rise, a period of eighteen or twenty

years must plainly elapse before the effect of the in-.
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creased stimulus that the rise gives to the principle of

popuhition can be felt in the market. During all this

period, therefore, the labourers have an increased

command over the necessaries and conveniences of

life : In consequence their habits are improved ; and

as they learn to form more exalted notions with re-

spect to v^^hat is required for their comfortable and

decent support, the natural or necessary rate of wages

is proportionally augmented. But, on the other

hand, when the rate of wages declines either in con-

sequence of an actual diminution of the capital of the

country, or of a disproportionate increase of popula-

tion, no corresponding immediate diminution can take

place in the number of labourers, unless they have

previously been subsisting on the smallest possible

quantity of the cheapest species of food required to

support mere animal existence. If the labourers have

not been placed so very near the extreme limit of

subsistence, their numbers will not be immediately

reduced when wages fall, by an increase of mortality
;

but they will be gradually reduced, partly, as has

been already shown, in that way, and partly by a di-

minished number of marriages and births : And in

most countries, unless the fall were both sudden and

extensive, it would require some years to render the

effects of increased mortality, in diminishing the sup-

ply of labour in the market, very sensibly felt ; while

the force of habit, and the universal ignorance of the

people with respect to the circumstances which de-

termine the rate of wages, would prevent any effec-

tual check being given to the formation of matrimo-
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nial connections, and consequently to the rate at which

fresh labourers had previously been coming into mar-

ket, until the misery occasioned by the restricted de-

mand on the one hand, and the undiminished sup-

ply on the other, had been very generally and widely

felt.

It is this circumstance—the impossibility which

usually obtains of speedily adjusting the supply of la-

bour proportionally to the variations which occasion-

ally occur in the rate of wages—that gives to these

variations the peculiar and extraordinary influence

they exert on the condition of the labouring classes.

If the supply of labour could be suddenly increased

when wages rise, that rise would be of no advantage

to the existing labourers. It would increase their

number ; but it would not enable them to mount in

the scale of society, or to acquire a greater command

over the necessaries and conveniencies of human life :

And, on the other hand, if the supply of labourers

could be suddenly diminished when wages fall, that

fall would merely lessen their number, without hav-

ing any tendency to degrade their habits, or to lower

the condition of those that survived. But, in the vast

majority of instances, before a rise of wages can be

counteracted by the increased number of labourers

it may be supposed to be the means of bringing into

the market, time is afforded for the formation of

those new and improved tastes and habits, which are

not the hasty product of a day, a month, or a year,

but the late result of a long series of continuous im-

pressions. After the labourers have once acquired
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tliese tastes, population will advance in a slower ratio,

as compared with capital, than formerly ; and the la-

bourers will be disposed rather to defer the period of

marriage, than by entering on it prematurely to de-

press their own condition and that of their children.

But if the number of labourers cannot be suddenly

increased when wages rise, neither can it be sudden-

ly diminished when they fall ; a fall of wages has,

therefore, a precisely opposite effect, and is, in most

cases, as injurious to the labourer as their rise is

beneficial. In whatever way wages may be restor-

ed to their former level after they have fallen, whe-

ther it be by a decrease in the number of marriages,

or an increase in the number of deaths, or both, it is

never, except in the exceedingly rare case already

mentioned, suddenly effected. It must, generally

speaking, require a considerable time before it can be

brought about ; and an extreme risk arises in conse-

quence, lest the tastes and habits of the labourers,

and their opinion respecting what is necessary for

their comfortable subsistence, should be degraded in

the interim. When wages are considerably reduced,

the poor are obliged to economise, or to submit to

live on a smaller quantity of necessaries and conveni-

ences, and those, too, of an inferior species, than they

had previously been accustomed to use ; and the dan-

ger is, that the coarse and scanty fare which has thus

been, in the first instance, forced on them by necessity,

should in time become congenial from habit. Should

this, unfortunately, be the case, the condition of the

poor would be permanently depressed ; and no prin-
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ciple would be left in operation, that could raise

wages to their former level ; for, the labourers could

no longer have a motive to lessen the increase of po-

pulation as compared with that of capital, and, unless

they did this, it is quite impossible they could ever

emerge from their depressed condition. Under the

circumstances supposed, the cost of raising and sup-

porting labourers would really be reduced ; and it is

by this cost, that the natural or necessary rate of

wages, to which the market rate must generally be

proportioned, is always regulated. This lowering of

the opinions of the labouring class with respect to the

mode in which they ought to live, is perhaps the most

serious of all the evils that can befall them. Let

them once become contented with a lower species of

food and an inferior standard of comfort, and they

may bid a long adieu to any thing better. And every

reduction in the rate of real wages, which is not of a

very transient description, will certainly have this ef-

fect, if its debasing influence be not counteracted by

the intelligence, forethought, and consideration of the

people, producing an increased prevalence of moral

restraint, and a diminished supply of labourers. Anin-

crease in the proportion of capital to population, is the

only means by which a rise of wages can ever be ef-

fected ; and unless the labourers, who have been re-

duced from a higher to a lower rate of wages, defer

the period of marriage, and thus retard the progress

of population, the chances are ten thousand to one,

that they will never again attain to the elevation from

which they have fallen.
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The example of such individuals, or bodies of in-

dividuals, as submit quietly to have their wages re-

duced, and who are content if they get only the mere

necessaries of life, ought never to be held up for pub-

lic imitation. On the contrary, every thing should

be done to make such apathy be esteemed disgrace-

ful. The best interests of society require that the

rate of wages should be elevated as high as possible

—

that a taste for the comforts, luxuries, and enjoyments

of human life, should be widely diffused, and, if pos-

sible, interwoven with the national habits and preju-

dices. A low rate of wages, by rendering it impos-

sible for increased exertions to obtain any consider-

able increase of comforts and enjoyments, effectually

hinders any such exertions from ever being made,

and is of all others the most powerful cause of that

idleness and apathy that contents itself with what can

barely continue animal existence.

The state of the peasantry of Ireland furnishes a

striking example of the disastrous effects resulting

from having the natural or necessary rate of wages

determined by a very low standard. Having no taste

for conveniences or luxuries, the labouring classes of

Ireland are satisfied if they obtain a sufficient sup-

ply of potatoes. But as the potato is raised at less

expence than any other species of food hitherto culti-

vated in Europe, and as the wages of labour, in a

country where it forms the main article of sub-

sistence, are necessarily determined chiefly by the

cost of its production, it is easy to see that the

labourers must be reduced to a state of extreme, and



350 NECESSARY RATE

almost irremediable distress, whenever that root hap-

pens to be deficient. When the standard of natural

or necessary wages is high—when wheat and beef,

for example, form the principal part of the food of

the labourer, and porter and beer the principal part

of his drink—he can bear to retrench in a period of

scarcity. Such a man lias room to fall j he can re-

sort to a cheaper species of food—to barley, oats,

rice, and potatoes. But he who is habitually and

constantly fed on the very cheapest species of food,

has plainly nothing to resort to when deprived of it.

Labourers placed in this situation are absolutely cut

off from every resource. You may take from an En-

glishman, but you cannot take from an Irishman.

The latter is already so low, he can fall no lower

:

He is placed on the very verge of existence : His

wages, being regulated by the price of potatoes, will

* not buy him wheat, or barley, or oats j and whenever,

therefore, the supply of potatoes fails, it is next to

impossible he can escape falling a sacrifice to famine !

The history of the late scarcity in Ireland affords

a melancholy illustration of the accuracy of the state-

ment now made. Owing to the failure of the potato

crop of 1821, a very large proportion of the peasan-

try of Clare, Limerick, and other counties border-

ins on the Shannon, were reduced to a state of

almost absolute destitution, and had nothing but a

miserable mixture, consisting of a little oatmeal,

nettles, and water-cresses, to subsist upon. In some

instances the potatoes, after being planted, were

again dug from the ground, and eaten ; and in con-
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sequence of the insufficiency and bad quality of the

food, disease became exceedingly prevalent ; and

typhus fever, in its worst and most malignant form,

carried its destructive ravages into every corner of

the country. But there was, notwithstanding, a

continued exportation of oats and other grain, from

Ireland to this country, up to the very moment when
the contributions of government and of the public

were applied to purchase corn for the peasantry.

The price of potatoes rose in Limerick, in the course

of a few weeks, from l^tl. to 6d. and 7d. a stone,

being a rise of from 400 to 500 per cent., while the

price of corn sustained no material elevation, none at

least to prevent its being sent to the then overloaded

markets of England I And it is obvious, that to

\yhatever extremity the peasantry might have been

reduced, they could not have relieved themselves by

purchasing corn. But if wheat had formed the

principal part of the subsistence of the Irish labour-

er, grain would have been poured into Ireland from

every quarter of the world, as soon as it was known
that the crop was materially deficient. But a people,

who have become habitually dependent on the po-

tato, can never become purchasers of corn j nor

can they even become purchasers of foreign po-

tatoes, inasmuch as the freight on such a bulky com-

modity would raise its price far too high for their

limited means. In a period of scarcity, men cannot

go from a low to a high level ; they must always go

from a higher to a lower. But to the Irish this is

impossible ; they have already reached the lowest
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point in the descending scale ; and dearth is to them

attended with all the horrors of famine.

It is, therefore, quite essential to the protection of

the people from famine, in seasons when the crops

happen to be deficient, that they should not subsist

principally on the cheapest species of food. They

may advantageously use this cheapest species in li-

mited quantities, and as a subsidiary and subordinate

article : But if they once adopt it for the principal

part of their diet, their wages will be regulated ac-

cordingly, and whenever a period of deficient supply

occurs, they will be absolutely without resource.

J It has, I am aware, been often contended, by many

very intelligent persons, ofwhose benevolence and zeal

in the cause of humanity no doubt can be entertain-

ed, and to whose opinions on most subjects the great-

est deference is due, that high wages, instead of en-

couraging industry, uniformly become a fruitful

source of idleness and dissipation ! Nothing, how-

ever, can be more entirely incorrect than these

representations—more completely opposed both to

principle and experience. It is true, indeed, that,

in every country and situation of life, individuals

will be found who are careless of the future and in-

tent only on present enjoyment ; but these always

form a very small, and even inconsiderable minority

of each particular class. Whatever may be the case

with a few individuals, the principle of accumulation

always predominates in aggregate bodies over the

passion for expence. Whenever the wages of labour

are so low, as to render it impossible for an ordinary

1
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increase of exertion to make any material and visible

addition to their comforts and conveniences, the la-

bourers invariably sink into a state of idleness, and

of sluggish and stupid indifference. But the desire

to rise in the world, and to improve our condition,

is too deeply seated in the human breast ever to be

wholly eradicated. And as soon as labour is rendered

more productive, as soon as an increase of industry

brings a visible increase of comforts and enjoy-

ments along with it, indolence uniformly gives place

to exertion ; a taste for the conveniences and enjoy-

ments of life gradually diffuses itself 5 increased ex-

ertions are made to obtain them ; and ultimately

the workman considers it discreditable to be without

them. Have the low wages of the people of Ireland,

Poland, and Hindostan, made them industrious ? or

the high wages of the Americans, the English, and

the Hollanders, made them lazy, riotous, and profli-

gate ?—Just the contrary. The former are as noto-

riously and proverbially indolent, as the latter are

laborious, active, and enterprising. The experience

of all ages and nations, proves that high wages are

at once the keenest spur—the most powerful stimulus

to unremitting and assiduous exertion, and the best

means of attaching the people to the institutions un-

der which they live. *' Dans aucune histoire, on ne

rencontre une seule trait quiproiive que Vaisance du

peiiple par le travail a nui a son obeissarice.***

* Forbonnais' Kecherckes sur les Finances, Tome I. p. 109.

z
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The influence of the poor laws of England is un-

doubtedly very unfavourable to the formation of those

2)rudential and economical habits among the labour-

ing classes so essential to their well-being. It is, in

most cases, quite impossible to discriminate between

that poverty and misery that has been produced by

accidental and uncontrollable causes, and that which

has originated in the folly or ill-conduct of the in-

dividual. But it is obvious that, unless this can be

done, the establishment of a legal provision on which

every pauper shall have a claim, must, by placing the

industrious and the idle, the frugal and the dissipat-

ed, on the same footing, have a powerful tendency

to weaken all the motives to good conduct in the vir-

tuous part of the community, and to strengthen the

vicious propensities in those who are bad. " If the

poor are exceedingly diligent, sober, and industrious,

while they are young and in health, what is the con-

sequence ? Why, they lay up a small sum monthly

to support them easily and comfortably when aged

or in sickness : This is in the power of the most.

But, suppose they are idle, drunken, and worthless,

what attends such a contrast ? Why, precisely the

same effect ; ease and comfort, either in sickness or

age, not from themselves, indeed, but from the pa-

rish. Is it not, therefore, apparent, that, unless the

majority of them be perfectly 'wcll'inclinedy the ne-

cessary consequence must be idleness ? Who can

suppose that men will work the harder against old age

and sickness, when every one knows so well that the

parish must provide them, in such a day, with all



ON WAGES. 355

which their own labour could, were they ever so in-

dustrious ?" *

There may be some exaggeration in this statement,

but, in the main, it is perfectly accurate. But al-

though such a system could be organized, by means

of select vestries or otherwise, as would prevent any

except the really deserving poor from being admitted

to participate in the parish funds, still the policy of

instituting a legal provision for their support would

be very doubtful. No man, it must be remembered,

loves exertion and industry for their own sake. All

have some end in view, some purpose which is to be

served, and the accomplishment of which is to repay

the toils and privations to which they may at present

submit. But the desire to provide immediate sub-

sistence, and to amass a little capital for the support

of age and infirmity, must, with the great body of

mankind, be the principal motive impelling them to

industry and economy : And whatever tends to weak-

en this motive—whatever tends to make a man trust

to others rather than himself, must certainly have the

effect to paralyze his exertions, and to render him

less industrious and less economical. " Languescet

industria, (says Tacitus,) intendelur socordia^ si md-

lus ex se metus aut speSy et securi omnes aliena sub-

sidia ea:pectahimi, sibi ignavi, nobia graves." f

Perhaps, however, the strongest objection to an es-

* Farmer's Letters, I. p. 285.

t Lib. ii. p. 73. Ed. Elz.
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tablished poor rate, is its tendency to derange the na-

tural relation between the supply of labour and the

demand for it. Were the Poor Laws abolished, it

may be presumed that most tolerably well educated

workmen, on finding their wages insufficient for

the proper support of a family, would be deter-

red from marriage ; and the check thus given to

population, by reducing the supply of labour, would

have the effect to raise its real price to the proper le-

vel. But this effect can hardly take place under a sys-

tem of compulsory provision. The Poor Laws teach

the labourer to consider it as indifferent whether his

wages will suffice for the support of a family or not

—

that, if they are insufficient, the deficit will be made up

from the parish funds, and thus remove the natural

and most powerful check to over-population. No in-

stitution can, however, be so pernicious to the poor,

as that which tends to increase the supply of labour

beyond the demand. Whenever the market is over-

stocked with labour, wages decline ; and though they

cannot fall lower than the sum indispensable for the

support of the labourer and his family, they may be re-

duced to that miserable pittance. This reduction in

the rate of wages, is a consequence that ought to be

most carefully guarded against ; but to this the poor

laws directly lead. By their means, a greater supply of

labour is brought into the market than there is a real

demand for j its price is consequently diminished
;

and it is by no means true, that the parish provision

makes up the difference. The labourer who has
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been reduced to a total or partial dependence on this

resource, receives only what will preserve him from

absolute want : His independence is at an end ; he

no longer treats with his employers on a footing of

equality ; he must accept what their liberality may

offer
J
and he must bid adieu to those comforts and

gratifications which every labourer ought to enjoy,

and which they always do enjoy, wherever their num-

bers are not in excess.

But although the Poor Laws are thus prejudicial to

the labouring classes, it is not true that they are of

any advantage to their employers. Although the

wages of each particular workman are diminished,

yet, as the number of workmen is artificially increas-

ed, the total expence incurred in their support, is more

than equal to what would keep a smaller number

in a state of comparative comfort. An apathy and

want of spirit among the labourers, is at present

universally felt and complained of in the southern

counties of England, where the pernicious practice of

paying a portion of wages, out of the rates, has been

generally introduced. A less amount of labour is, in

consequence, performed by the same hands 5 at the

same time that immense sums are misapplied by those

finding employment for the poor, and managing the

funds destined for their support j and that endless

and expensive law-suits arise about the question

of residence, which seem to be inseparable from

the present system. There can, therefore, be little

doubt, that the sum now expended on the poor
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of England, is greater than would, under different

circumstances, afford them a really high remunera-

tion for their labour, and enable them to form a fund

amply sufficient for their support in periods of dis-

tress.

Care, however, should be taken, in discussing the

subject of the Poor Laws, not to ascribe, as very many

have done, a greater effect to them than they really

have had. The principles now stated, show that

they are essentially injurious. But the abuses inse-

parable from their management—the difficulties they

throw in the way of obtaining settlements, the disin-

clination on the part of the poor to imprisonment in

work-houses, and to submit themselves to the petty

tyranny of overseers—deter very many from making

a demand on the parish funds ; a feeling that is

powerfully assisted by the decent pride derived by the

peasantry from the free institutions under which they

live, and the privileges they enjoy.

In proof of the strong desire, by which the labour-

ers of England are still animated to provide for them-

selves, without becoming a burden on the parish, it

is sufficient to mention, that, according to the Parlia-

mentary returns, there were, in 1815, no fewer

than 925,429 individuals enrolled as members of

Friendly Societies.* And though there is reason to

fear that a considerable number of the societies then

in existence were founded on erroneous principles,

* Commons' Rcjwrl on the Poor Imwx, 18J7' P-
^^29.
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and have in consequence been dissolved, several new

ones have since been projected, and Savings Banks

have also been established in most parts of the coun-

try. In fact, if a separation were made between the

sums really collected for the support of the poor,

and those collected in order to make up a portion

of the common and ordinary rate of wages paid for

their labour, it would be found that the rates are not

nearly so oppressive as is generally supposed ; and

that their influence has not been by any means so

injurious as we might have been led, on general prin-

ciples, to expect.

Of all the means for providing for the permanent

improvement ofthepoor hitherto suggested, there does

not seem to be any that promises to be so effectual as

the establishment of a really useful system of public

education. It is no exaggeration to affirm, that

nine-tenths of the misery and crime which afflict and

disgrace society have their source in ignorance—in

the ignorance of the poor with respect to the circum-

stances that really determine their condition. Those >

who have laboured to promote the education of the

poor seem, generally speaking, to be satisfied, pro-

vided they succeed in making them able to read and

write. But the education that stops at this point

omits those parts that are really the most important.

A knowledge of the arts of reading, writing, and

arithmetic may, and, indeed, very often does, exist

in company with the grossest ignorance of all those

principles with respect to which it is most for the in-
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terest of the poor themselves, as well as of the com-

munity in general, that they should be well inform-

ed. To render education productive of all the uti-

lity that may be derived from it, the poor ought, in

addition to the elementary instruction now commu-

nicated to them, to be made acquainted with the

duties enjoined by religion and morality, and with

the circumstances which occasion that gradation of

ranks and inequality of fortunes that usually exist

:

/-And they should, above all, be impressed, from their

earliest years, with a conviction of the important and

undoubted truth, that they are really the arbiters of

their own fortune—that what others can do for them

is but as the dust of the balance compared with what

they can do for themselves—and that the most tole-

rant and liberal government, and the best institutions,

cannot possibly shield them from poverty and degra-

dation, without the exercise of a proper degree of pru-

dence, forethought, frugality, and good conduct on

their part. That the ultimate effect of such a system

of education would be most advantageous, there can be

no doubt ; though it would be unreasonable to ex-

pect, that it should produce any very immediate effect

on the habits of the multitude. If, however," there

is but little room for the formation of sanguine hopes

of early improvement, there is none for despondency.

The harvest of sound instruction may be late, but in

the end it will be most luxuriant; and will amply re-

ward the patriotic efforts of those who are not discou-

raged in their attempts to make education embrace
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objects of real utility, by the difficulties they may ex-

pect to encounter at the commencement and during

the progress of their labours.

Mr Sumner has excellently observed, in reference

to the diffusion of education, that— '* Of all obstacles

to improvement, ignorance is the most formidable, be-

cause the only true secret of assisting the poor is to

make them agents in bettering their own condition,

and to supply them, not with a temporary stimulus,

but with a permanent energy. As fast as the stand-

ard of intelligence is raised, the poor become more

and more able to co-operate in any plan proposed

for their advantage, more likely to listen to any rea-

sonable suggestion, more able to understand, and

therefore more willing to pursue it. Hence it fol-

lows, that when gross ignorance is once removed,

and right principles are introduced, a great advan-

tage has been already gained against squalid poverty.

Many avenues to an improved condition are opened

to one whose faculties are enlarged and exercised

;

he sees his own interest more clearly, he pursues it

more steadily, he does not study immediate gratifica-

tion at the expence of bitter and late repentance, or

mortgage the labour of his future life without an

adequate return. Indigence, therefore, will rarely

be found in company with good education."*

III. Circumstances which determine the

Rate of Proportional Wages. Proportional

* Records of the Creafmi, Vol. II. p. 298.
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wages, or the share of the produce of his industry

falHng to the labourer, depend partly on the mag-

nitude of the market or actual rate of wages at the

time, and partly on the difficulty of producing the

commodities which enter into and really form this

market rate. Suppose, to illustrate this statement,

that the wages actually paid to the labourers in Eng-

land, and the United States, are, when reduced to

the standard of wheat, precisely equal : Under these

circumstances, the condition of the labourer, or his

power over the necessaries and luxuries of life, will

be about the same in both countries ; but the rate

of proportional wages will, at the same time, be

much higher in England than in the United States

;

for, owing to the greater fertility of the soils under

cultivation in America, the same quantity of labour

that would there produce 100 quarters of wheat,

will not probably produce more than Go or 70 quar-

ters in England ; and as the labourers, in both coun-

tries, get the same actual quantity of produce in re-

turn for a given quantity of work, they are obviously

getting a greater proportioji of the produce of their

labour^ and consequently a greater real value in Eng-

land than in the United States.

It is plain, from this statement, that proportional

wages may, as was formerly remarked, be increased

at the same time that wages, if estimated in silver,

corn, or any other commodity, are reduced ; and

such, in point of fact, is almost uniformly found

to be the case, when tillage is extended over inferior
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soils. Wherever the best lands only are cultivated,

the proportion or share of the produce of industry

falling to the labourer, is, generally speaking, small

;

but as labour is, under such circumstances, compara-

tively productive, a small share of its total produce,

gives a large absolute quantity of necessaries and con-

veniences : while, in the advanced stages of society,

and when cultivation is widely extended over lands

of very inferior fertility, proportional wages are

almost invariably high ; but, owing to the increas-

ed difficulty that then obtains of producing sup-

plies of food, these high proportional wages rare-

ly afford a large supply of necessaries and convenien-

ces.

Section VIII.

Division of the Produce of Industry, under Deduction uf Rent,

between Capitalists and Labourers—Definition of Pro/Its

Mr Ricardo's Theory of Profits ; sense in which it is true

Causes which occasion a Rise or Fall cf Profts—Accumula-

tion of Capital, not a cause of a Fall of Profts—Infucnce

of the decreasing Fertility of the Soil, and of Taxation on

Profits.

Before attempting to investigate the circumstances

which determine the rate of profit, it is necessary to

be aware of those which determine the proportion in

which the whole produce of industry^ under deduc-

tion of rent, is divided between labourers and capital-

ists.
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This latter inquiry may be disposed of in a few

words. We have seen that the whole produce of

the land and labour, of every civilized society, is al-

ways divided, in the first instance, into three^ and

not more than three^ portions ;—the fir^st of which

goes to the labourers, the second to the capitalists or

proprietors of stock, and the third to the landlords :

And we have also seen, that the portion of the pro-

duce of industry which belongs to the landlords, or

the rent of land, is altogether extrinsic to the cost of

production, and that the circumstance* of the land-

lords* consenting to give it up, would not occasion

any change in the productiveness of industry, or any

reduction in the price of raw produce. Supposing,

then, that rent is deducted or set aside, it is obvious

that all the remaining produce of the land and la-

bour of every country must be primarily divided be-

tween the two great classes of labourers and capita-

lists. And it is further obvious, that if there were

no taxes in a country, or if the rate of taxation was

invariable, the j^^^oportioji of the whole produce of

industry, under deduction of rent, falling to the

share of the labourers, could not be increased except

by an equivalent reduction in the proportion falling

to the share of the capitalists, and vice versa. Sup-

pose, still better to illustrate this position, that the

whole produce of industry in Great Britain is re-

presented by the number 1000 : Suppose, farther,

that the landlords got 200 of this sum as rent, and

that the remaining 800 is divided, in equal portions,

11
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between labourers and capitalists. Under these cir-

cumstances, it is quite obvious, that nothing can be

added to the proportion of the produce, or to the

400 falling to the labourers, except at the expence

of the capitalists ; nor to the proportion, or 400 fall-

ing to the latter, except at the expence of the for-

mer.

Whether the 800 were increased to I6OO, or re-

duced to 400, so long as those between whom it

must be divided receive the same jyroporlional shares,

their relative condition must continue the same.

And hence the propriety of the distinction between

proportional and real wages, or wages estimated in

money or in quantities of produce. If the produc-

tiveness of industry were to diminish, proportional

wages might rise, notwithstanding that real wages, or

the absolute amount of the produce of industry falling

to the share of the labourer, might be diminished

:

and if, on the other hand, the productiveness of in-

dustry were to increase, proportional wages might be

diminished, while real wages might, at the same time,

be increased.

It is undeniably certain, therefore, that, wherever

taxation is either unknown or constant, the whole pro-

duce of industry, under deduction of rent, is divided

between capitalists and labourers ; and that the pro-

portion of that produce falling to either party, varies

inversely to the proportion falling to the other—that

is, the proportion falling to the capitalists is increased

when that falling to the labourers is diminished, and

diminished when it is increased.
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But the profit accruing to the capitalists is differ-

ent and totally distinct from the proportion of the pro-

duce of industry falling to their share. Profits consist

of the excess of the commodities produced by the ex-

penditure of a given quantity of capital over that

quantity of capital ; and are always measured in

aliquot parts of the capital employed in production.

Suppose that an individual employs a capital of a

1000 quarters of wheat in the cultivation of a farm

—

700 quarters being laid out in the payment of wages,

and 300 in seed and other outgoings : Suppose now

that the return to this capital is 1^00 quarters :

Under these circumstances, the proportion of the

produce of industry, falling to the share of the la-

bourers, will be to that falling to the share of the

capitalist as 7 to 5. But of the 500 quarters fall-

ing, in the first instance, to the capitalist, r200

only are profits, 300 being required to replace

the quantity he had expended in seed, &c. In this

case, therefore, the rate of profit would be said

to be 20 per cent. ;—meaning, that the quantity

of produce belonging to the capitalist, after all that

has been laid out in its production is fully replac-

ed, amounts to 20 per cent, of the capital he employ-

ed.

It is very commonly supposed, that profits depend

on exchanges ; but this is an error. The boot-

maker, for example, who sells boots at 50s. which

only cost him 40s. of outlay, does not make his 10s. of

profit at the expence of his customers. He produ-

ces, in a given time, a quantity of boots equivalent
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to, or worth in silver, 50s. while the various expen-

ces to which he is necessarily put in the manufac-

ture of these boots, only amount, when rated in the

same medium, to 40s. But the very same thing

will be taking place among his customers, they will

all be making the same rate of prolit in their respec-

tive businesses ;—that is, they will be producing

quantities equal to 50, by an outlay of 40 ; and, con-

sequently, in exchanging silver for boots, the one

party gains nothing at the expence of the other.

Profit is in every case the result of more being pro-

duced in a given period, than is consumed in that

period. And the advantage that is found in exchang-

ing one commodity for another, consists entirely in

its enabling labour to be divided, and commodities to

be produced, in the best and most expeditious man-

ner.

Mr Ricardo has endeavoured to show, in one of

the most original and ingenious chapters of his work,

that the rate ofpro// 1 de])ends entirely on the pro-

portio7i in which the produce of industry, under de-

duction of rent, is divided between capitalists and la-

bourers ; that a rise of profits can never be brought

about, except bi/ a fall of proportional wages, nor a

fall of profits, except bi/ a corresponding rise of pro-

portional wages. It is . evident, however, that this

theory is universally true, only in the event of our

attaching a different sense to the term profits, from

what is usually attached to it ; and supposing it to

mean the real value of the entire portion of the pro-

duce of industry, falling, in the first instance, to the
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share of the capitalist, without reference to the pro-

portion which the magnitude of this produce bears

to the magnitude of tlie capital employed in its pro-

duction. Thus understood, Mr Ricardo's theory

holds universally ; and, on this hypothesis, it would

follow, that, so long as the proportion, in which the

produce of industry, under deduction of rent, is di-

vided between capitalists and labourers, continues the

same, no conceivable increase or diminution in the

powers of production, could occasion any variation

in the rate of profit. But, if we consider profits, in

the light in which they are invariably considered in

the real business of life,—as the portion of the pro-

duce of industry, accruing to the capitalists in a given

period of time, after all the produce expended by

them in production during the same period is fully

replaced, it will immediately be seen, that there are

very many exceptions to Mr Ricardo's theory.

It will facilitate the acquisition of clear and precise

ideas respecting the circumstances which determine

the rate of profit, in the common acceptation of the

term, if we confine our attention, in the first place,

to an investigation of the circumstances that deter-

mine agricultural profits—both because these profits

admit of being accurately measured, and because agri-

culture is a branch of industry that must be carried

on at all times, and under all circumstances. It is

plain, however, that it would not be carried on, if it

did not yield as great a return to the capital invested

in it, as other businesses ; and it is equally plain, that

these other businesses would not be carried on, if
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they yielded a less return than is derived from agricul-

ture. It necessarily follows, therefore, that the ave-

rage returns obtained from agricultural industry, or

agricultural profits, must be identical with the re-

turns, or profits obtained from all other businesses.

Whenever, for example, the average return to an

outlay of capital or labour worth 100 quarters of

wheat, employed in the cultivation of the soil, amounts

to 110 quarters, we shall know, that L.lOO employed

in manufactures, must be yielding L.llO also : For,

a regard to their own interest will not permit those

engaged in those departments, to prosecute them for

less profit, than is obtained in agriculture ; and the

competition of the agriculturists, will not permit them

to obtain more.

Taking, then, as we are entitled to do, agricultu-

ral profits for a standard of all other profits, let us

suppose that a landlord employs a capital equal in

value to 10,000 quarters, or L. 10,000, in the cul-

tivation of his estate ; that he expends 5000 quar-

ters, or L. 5000 of this capital in seed, in the keep-

ing of horses, and in defraying the necessary wear

and tear of implements and machines; and 5000

quarters, or L.5000, in paying the wages of his la-

bourers.— Suppose now that the return obtained by

this landlord is 1^,000 quarters, or L.12,000; of

which 10,000 quarters, or L. 10,000, goes to re-

place his capital, and 1000 quarters, or L.IOOO, to

pay his taxes, leaving 1000 quarters, or L.IOOO as

profits ;—which is 10 per cent, on the capital em-

ployed. It is plain from this case, and this case is,

A a
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in point of principle, the actual case of every culti-

vator in the world, that the rate of profit may be in-

creased in three—but only in one or other of three

—ways, viz. (1) by a fall of wages, (2) a fall of taxes,

or (3) an increased productiveness of industry.

Thus, it is obvious, (1) that if wages were reduced

from 5000 to 4000 quarters, profits, supposing other

things to be invariable, would be increased from

1000 to 2000 quarters, or from 10 to 20 per cent. :

If (2) the burden of taxation, were reduced from

1000 to 500 quarters, profits would be increased from

1000 to 1500 quarters, or from 10 to 15 per cent.

And if (3) owing to the introduction of an improved

system of agriculture, the return to a capital of 10,000

quarters, were increased from 12,000 to 13,000 quar-

ters, profits, supposing wages still to amount to

5000, and taxes to 1000 quarters, would be increas-

ed to 2000 quarters, or to 20 per cent. : And though,

in this case, after the increased productiveness of in-

dustry had taken place, wages would form a less pro-

portion of the whole produce of industry than they

had done previously, it is to be observed, that this

diminished proportion is the consequencey and not

the cause of profits having risen ; and, therefore, in

such cases as this, and they are of very frequent oc-

currence, it is true to say, that the fall of propor-

tional wages has been occasioned by the rise of pro-

fits ; but the converse of the proposition is not true,

for profits rose from causes that had nothing what-

ever to do with wages, and which were, in fact, to-

tally independent of them.
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It is, indeed, certain, inasmuch as the rise of pro-

fits has been occasioned by an increased productive-

ness of industry, that the real value of the 13,000

quarters will not exceed the real value of the 12,000

previously obtained by the same quantity of labour :

But profits, in the sense in which they are common-

ly understood, and as I now understand them, do

not depend on real values, but on the excess of the

commodities produced above those expended in pro*^

duction ; and, whenever this excess is augmented

without any previous depression in the rate of wages,

it is evident the rate of profit has been increased by

the operation of causes extrinsic to variations in the

rate of wages.

Nor is this all. The rate of profit might really

remain stationary, though the proportion of the pro-

duce of industry falling to the share of the labourer

were actually increased. Suppose, to exemplify this,

that a landlord employs 1,000 quarters of wheat as a

capital, 500 of which are laid out in seed, keep of

horses, &c. and 500 in paying wages ; if the produce

is 1,200 quarters, and the taxes to which he is sub-

jected 100, his profits will amount to 100 quarters,

or to 10 per cent. Suppose now, that, owing to the

introduction of improved machinery, and improved

methods of culture, the same landlord only requires

to employ 400 quarters of capital in seed, keep of

horses, &c. but that wages rise from 500 to 600

quarters, and that the same return is obtained ; in

this case, supposing taxation to have contined con-

stant, the profits of the landlord will be exactly the
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same as in the former case, though proportional

wases have risen from 5-12ths to 6-12ths of the

wliole produce.

It may be said, however, that if this increased

productiveness was confined to agriculture, and did

not extend to most other important businesses, the

price of agricultural produce would fall, while that

of other produce would remain stationary ; and that,

in such a case, the profits of agricultural industry, if

estimated in money, or in any commodity other than

corn, would be diminished in consequence of the

rise of wages. This is true ; but Mr Ricardo has

made no exception, in laying down his theory, in

favour of those possible, and indeed frequently oc-

curring cases, when, from any single circumstance,

or combination of various circumstances, industry

becomes generally more productive, and when, con-

sequently, profits, estimated either in money, corn,

cloth, or any commodity usually demanded, would

have risen, without their rise having been occasion-

ed by a fall of vvages. And it is also true, that an

increased productiveness of agricultural industry,

whether it has been caused by the introduction of

an improved system of agriculture, or by the repeal

of restrictions on the importation of corn into a com-

paratively populous country, necessarily extends it-

self to other businesses, and has the effect to bring

about a universal rise of profits : For, as raw produce

must always form the principal part of the labourer's

subsistence, and as his proportional wages must, in

consequence, be mainly regulated by the quantity of



THE RATE OF PROFIT. 373

it that he receives, his employers are able, after

corn has fallen in price, to furnish him, at a less cost,

with the same quantity of necessaries and convenien-

ces he previously obtained. The rate of profit

will thus be universally increased ; while it is ob-

vious that the greater productiveness of agricultural

industry is the cause both of this increase of profit,

and of the fall of proportional wages.

When industry, instead of becoming more pro-

ductive, becomes less so, the opposite effects fol-

low. Profits then fall, without any fall having pre-

viously taken place in the rate of wages.

It is evident, therefore, that the proposition that

a rise of profits can never be brought about otherwise

than by a fall of wages, nor a fall of profits otherwise

than by a rise of wages, is true only in those cases in

which the productiveness of industry remains con-

stant. So long as this is the case, or, which is the

same thing, so long as the same capital is employed,

and the same quantity of produce has to be divided

between capitalists and labourers, it is impossible the

share of the one can be increased without that of the

other being diminished : And it is also true, that if

profits depended on the proportion in which the

produce of industry is divided between capita-

lists and labourers, they could not be affected by

variations in its productiveness, but would be de-

termined wholly by the state of proportional wages.

But projits depend on the proporiiou which

they hear to the capital by which they are pro-

ducedy and not on the proportion which they
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bear to wages. Suppose an individual employs a ca-

pital of 1000 quarters, or a L.IOOO in cultivation,

that he lays out the half of this capital in the payment

of wages, and obtains a return of 1200 quarters, or

L.1200 ; in this case, assuming he is not affected by

taxation, his profits will amount to 200 quarters, or

L.200, being at the rate of 20 per cent, and will be

to wages in the proportion of 2 to 5. Suppose now

that the productiveness of industry is universally

doubled^ and let it be farther supposed, that the ad-

ditional 1200 quarters, or L. 1200, is divided be-

tween the capitalist and his labourers in the former

proportion of 2 to 5, or that the capitalist gets 343

quarters, or L.343 of additional profits, and the la-

bourers 857 quarters, or L.857 of additional wages :

In this case, both parties will still obtain the same

proportions of the produce of industry as before; and

if we look only to them, we must say that neither

profits nor wages have risen. But, when we com-

pare, as is invariably done in estimating profits, the

return obtained by the capitalist with the capital he

employs, it will be found, notwithstanding propor-

tional wages have remained constant, that the rate of

profit has increased from 20 to 54 per cent.

Thus, then, it appears, as was previously stat-

edj that profits may rise in one or other of three

ways, viz. either (1) from a fall of wages, or (2)

from a fall of taxes affecting them, or (3) from an

increased productiveness of industry ; and they will

fally either (1) from a rise of wages, or (2) from an

increase of taxes, or (3) from a diminished produc-
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tiveness of industry. But they can neither rise nor

fall, except from the operation of one or other of the

causes now stated.

It is consistent with universal experience, that

profits are invariably much higher in colonies, and

thinly-peopled countries, than in countries that have

been long settled, and where the population is com-

paratively dense ; and that, when reference is made

to periods of average duration, their uniform ten-

dency is to fall in the progress of society. This sink-

ing of profits in rich and populous countries has been

ascribed by Dr Smith to the competition of capi-

talists. He supposed that, when capital is augment-

ed, its owners endeavour to encroach on each others

employments j and that, in furtherance of their ob-

ject, they are tempted to offer their goods at a lower

price, and to give higher wages to their workmen

;

which would have a twofold effect in reducing pro-

fits. This theory was long universally assented to.

It has been espoused by M.M. Say, Sismondi, and

Storch, by the Marquis Garnier, and, with some

trifling modifications, by Mr Malthus. But, not-

withstanding the deference due to these authorities,

it is easy to see, that the principle of competition

could never be productive of a general fall of pro-

fits. Competition prevents any one individual, or

set of individuals, from monopolizing a particular

branch of industry ; and reduces the rate of profit

in different businesses nearly to the same level ; but,

that is its whole effect. Most certainly, competi-

tion has no tendency to lessen the productiveness of
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industry, or to raise the average rate of wages, or the

rate of taxation ; and if it can do none of these

things, it is quite impossible it can lower profits.

So long as the individual who employs a capital of

1000 quarters, or L. 1000, obtains from it a return

of 1200 quarters, or L. 1200, of wliich he has to pay

100 quarters, or L. 100, as taxes, so long will his

profits continue at 10 per cent., whether he has the

market to himself, or has 50,000 competitors. It is

not competition, but it is the increase of taxation,

and the necessity under which society is placed of

resorting to soils of a decreasing degree of fertility

to obtain supplies of food to feed an increasing popu-

lation, that are the great causes of that reduction in

the rate of profit which uniformly takes place in the

progress of society. When the last lands taken into

cultivation are fertile, there is a comparatively large

amount of produce to be divided between profits and

wages ; and both profits and real wages may, in con-

sequence, be high. But, with every successive di-

minution in the fertility of the soils to which recourse

must be had, the quantity of produce obtained by a

given quantity of capital and labour must necessari-

ly be diminished : And this diminution will obvious-

ly operate to reduce the rate of profit—(1) by lessen-

ing the quantity of produce to be divided between

the capitalist and the labourer, and, (2) by increas-

ing tlie proportion falling to the share of the latter.

The effect of the decreasing productiveness of the

soil, as well on the condition and fortunes of society

in genera], as on the rate of profit, is so veiy power-
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ful, that I shall endeavour to trace and exhibit its ope-

ration a little more fully. It has already been shown, in

treating of Population, that the principle of increase

in the human race is so very strong, as not only to

keep population steadily up to the means of subsist-

ence, but, generally speaking, to give it a tendency

to exceed them. It is true that a peculiar combination

of favourable circumstances may occasionally cause

capital to increase faster than population, and vs^ages

will in consequence be augmented : But such aug-

mentation is rarely permanent ; for the additional

stimulus it is sure to give to the principle of

population, seldom fails, by proportioning the sup-

ply of labour to the increased demand, to re-

duce wages to their old level. If, therefore, it

were possible always to employ additional capital

in the raising of raw produce, in the manufacturing

of that raw produce when raised, and in the con-

veyance of the raw and manufactured products

from place to place, with an equal return, it is

evident, supposing taxation to continue invariable,

that, generally speaking, no conceivable increase of

the national capital could occasion the slightest fall

in the rate of profit. So long as labour can be ob-

tained at the same rate, and so long as the produc-

tive power of that labour is not diminished, so long

must the profits of stock continue unaflPected. It is

evident, then, that the mere increase of capital has of

itself no lasting effect on wages, and it must obvious-

ly be the same thing, in so far as the rate of profit is

concerned, whether ten, or ten thousand millions be
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employed in the cultivation of the soil, and in the

manufactures and commerce of this or any other

kingdom ;
provided the last million so employed be

as productive, or yields as large a return as the first.

Now this is invariably the case with the capital em-

ployed in manufactures and commerce. The great-

est possible amount of capital and labour may be em-

ployed in fashioning raw produce and adapting it to

our use, and in transporting it from where it is pro-

duced to where it is to be consumed, without a di-

minished return. If a given quantity of labour will

now build a ship of a given burden, or construct a

machine of a given power, it is certain that an equal

quantity of labour will, at any future period, be able

to build a similar ship, or to construct a similar ma-

chine ; and it is also certain, that although these

ships and machines were indefinitely multiplied,

the last would be equally well adapted to every

useful purpose, and equally serviceable as the first.

The probability, indeed, or rather, the certainty

is, that the last would be much more serviceable

than the first. No possible limits can be as-

signed to the powers and resources of genius, nor

consequently to the improvement of machinery, and

of the skill and industry of the labourer. Future

Watts, Arkwrights, and Wedgwoods will arise ; and

the stupendous discoveries of the last and present

age will doubtless be equalled, and perhaps surpas-

sed, in the ages that are to come. It is, therefore,

clear to demonstration, that if equal quantities of ca-

pital and labour could always raise equal (jucmtities
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of raw produce^ the utmost additions to the capital

of the nation could never lessen the capacity to em-

ploy that capital with advantage, or sink the rate of

profit. But here, and here only, the bounty of Na-

ture is limited, and she deals out her gifts with a

frugal and parsimonious hand.

Pater ipse colendi

Haudfacilem esse viam voluit

Equal quantities of capital and labour do not al-

ways produce equal quantities of raw produce. The
soil is of limited extent, and of still more limited fer-

tility ; and it is this limited fertility that proves the

only real check—the only insuperable obstacle

—

which prevents the means of subsistence, and, conse-

quently, the inhabitants, of every country, from in-

creasing in a geometrical proportion, until the space

required for carrying on the operations of industry

should become deficient.

But it is easy to see, that the decreasing produc-

tiveness of the soils to which every improving society

is obliged to resort, must not, as was previously ob-

served, merely lessen the quantity of produce to

be divided between profits and wages, but must also

increase the jyroportion of that produce falling to

the share of the labourer. It is utterly impos-

sible to go on increasing the cost of raw produce,

the principal part of the subsistence of the la-

bourer, by taking inferior lands into cultivation,

without also increasing his wages. A rise of wages

is seldom indeed exactly coincident with a rise in the
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price of necessaries, but they can never be very far

separated. The price of the necessaries of life is in

fact the cost of producing labour. The labourer

cannot work if he is not supplied with the means of

subsistence—and although a certain period of vary-

ing extent, according to the circumstances of the

country at the time, must generally elapse, when ne-

cessaries are rising in price, before wages are pro-

portionally augmented, such an augmentation must

certainly be brought about in the end.

It is plain, therefore, inasmuch as there is never

any falling off, but a constant increase, in the pro-

ductiveness of the labour employed in manufactur-

ing and commercial industry, that the subsistence of

the labourer could never be increased in price, and,

consequently, that no additions could ever be made

to his necessary wages—that is, to the wages requir-

ed to enable him to subsist and continue his race—
were it not for the diminished power of agricultural

labour, originating in the inevitable necessity under

which man is placed, of resorting to poorer soils to

obtain increased supplies of raw produce. 21ie de-

creasingfertility oj the soil is therefore^ at bottom^

the great and only necessary cause of aJail of profits.

The quantity of produce forming the return of capi-

tal and labour would never diminish, but for the di-

minution that uniformly takes place in the produc-

tiveness of the soil : nor is there any other physical

cause in existence why the proportion of wages to

profits should be increased, and the rate of profit di-
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minished, as it uniformly is, in the progress of so-

ciety.

I have thus endeavoured to exhibit the ultimate

and certain effect which the necessity of resorting to

poorer lands for supplies of food to feed an increas-

ing population, must always have on profits and

wages. But though this cause of the reduction of

profits be of such magnitude and power as final-

ly to o'verwhelm every other, * its operations may

be, and indeed frequently are, counteracted or fa-

cilitated by extrinsic causes. It is obvious, for ex-

ample, that every new discovery or improvement in

agriculture, which enables a greater quantity of pro-

duce to be obtained for the same expence, must

really have the same effect on profits as if the supply

of superior soils had been increased, and may, for a

considerable period, increase the rate of profit.

Had the inventive genius of man been limited in

its powers, and had the various machines and imple-

ments used in agriculture, and the skill of the hus-

bandman, at once attained to their utmost perfection,

the rise in the price of raw produce, and the fall of

profits consequent upon the increase of population,

would have been much more apparent and obvious.

When, in such a state of things, it became necessary

to resort to poorer soils to raise an additional quan-

tity of food, a corresponding increase of labour would

plainly have been required—for, on this supposition,

no improvement could take place in the powers of the

* IMaltluis's PrhicipJvs of PoUlical Economy, &c. p. 317-
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labourer himself. Having already reached the per-

fection of his art, a greater degree of animal exertion

could alone overcome fresh obstacles. More labour

would, therefore, have been necessary to the produc-

tion of a greater quantity of food ; and it would

have been necessary in the precise proportion in

which the quantity of food was to be increased. So

that it is plain, if the arts had continued in this sta-

tionary state, that the price of raw produce would

have varied directly with every variation in the qua-

lities of the soils successively brought under tillage.

But the circumstances regulating the real and ex-

changeable value of raw produce in an improving

society, are extremely different. Even there, it has,

as has been shown, a constant tendency to rise ; for,

the rise of profits consequent upon every improvement,

by occasioning a greater demand for labour, gives a

fresh stimulus to population, and thus by increasing

the demand for food, again inevitably forces the cul-

tivation of poorer soils, and raises prices. But it is

evident, that these effects of this great law of nature,

from whose all-pervading influence the utmost efforts

of human ingenuity can never enable man to escape,

are rendered less palpable and obvious in conse-

quence of improvements. After inferior soils are

cultivated, more labourers are, no doubt, required to

raise the same quantities of food ; but, as the powers

of the labourers are improved in the progress of so-

ciety, a smaller number is required in proportion to

the whole work to be performed, than if no such im-

provement had taken place. It is in this way that
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the natural tendency to an increase in the price of

raw produce is counteracted in the progress of socie-

ty. The productive energies of the earth itself gra-

dually diminish, and we are compelled to resort to

soils of a constantly decreasing degree of fertility

;

but the productive energies of the labour employed

to extract produce from these soils, are as constantly

augmented by the discoveries and inventions that

are always being made. Two directly opposite and

continually acting principles are thus set in motion.

From the operation of fixed and permanent causes,

the increasing sterility of the soil must, in the long-

run, overmatch the increasing power of machinery

and the improvements of agriculture—and prices

must experience a corresponding rise, and profits a

corresponding fall. Occasionally, however, improve-

ments in the latter more than compensate for the de-

terioration in the quality of the former, and a fall of

prices and rise of profits take place, until the constant

pressure of population again forces the cultivation of

poorer lands.

The previous reasoning, in so far as the general

principle is concerned, is equally applicable to the

commercial world, or to any single nation. It

is quite plain, however, that the fall in the rate of

profit, and the consequent check to the progress of

society originating in the necessity of resorting to

poorer soils, will be more severely felt in an improv-

ing country, which excludes foreign corn from her

markets, than in one which maintains a free and un-

fettered intercourse with her neighbours. A highly
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manufacturing and commercial country, like Eng-

land, which should deal with all the world on fair

and liberal principles, could avail herself of all those

capacities of production with which Providence has

endowed different countries ; and, besides obtaining

supplies of food at the cheapest rate at which they

can be raised, the numberless markets to which she

could resort, would prevent her from feeling any

very injurious consequences from the occasional fail-

ure of her own harvests, and would not only secure

her constant plenty, but, what is of hardly less im-

portance, constant steadiness of price. Such a na-

tion would have the foundations of her greatness

established on a broad and solid basis ; for they

would rest, not on the productive energies of her

own soil only, but, on those of all the countries

of the world ; nor is there any natural and necessa-

rily operating cause, why her profits should be re-

duced, and she should get clogged in her progress,

until the general increase of population had forced

the cultivation of inferior soils, in all the countries

whence she had been in the custom of drawing a por-

tion of her supplies. And even then, she would not

be surpassed by her neighbours ; her progress would

only be retarded by the same cause which must also

retard theirs ; her relative power would not be im-

paired ; and should new markets be opened, or new

discoveries made in agricultural industry, in any quar-

ter of the world, she would reap her full share of the

advantage, and be renovated and strengthened for a

new career of exertion.
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A relative lowness in the rate of profit in a parti-

cular country, not only lessens its power to accumu-

late capital, or to add to that fund by which its po-

pulation and industry must always be regulated
;

but it also creates a strong temptation to transmit

a part of it to other countries. The rate of pro-

fit has a constant tendency to equalize itself. The
same principle that would prevent the employment

of capital in Yorkshire, if it did not yield as great a

rate of profit there as in Kent or Surrey, regulates its

distribution among the different countries of the

world. It is true that the love of country—the thou-

sand ties of society and friendship—the ignorance of

foreign languages, and the desire to have our stock

employed under our own inspection, would make a

greater difference in the rate of profit necessary to oc-

casion a transfer of capital from one country to ano-

ther, than from one province of the same country to

another. But tliis love of country has its limits. The

love of gain is a no less powerful and constantly

operating principle ; and if capitalists are once as-

sured that their stock can be laid out with tolerable

security, and with considerably greater advantage, in

foreign states, an efflux of capital, to a greater or less

extent, will certainly take place.

The rate of taxation has, throughout this discussion,

been supposed to be invariable. It is plain, however,

that when it is increased, such increase must either

immediately fall wholly on profits or wages, or partly

on the one, and partly on the other. If it falls on

profits, it must make an equivalent deduction from

Bb
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them ; and if it falls on wages, it must proportionally

depiess the condition of the great mass of the people.

Tiiere are limits, however, and those not very re-

mote, to the power of the labourer to pay taxes ; and

whenever these limits have been attained, they must

entirely fall on profits. It has, therefore, been most

justly and truly observed by Dr Smith, that a heavy

taxation has exactly the same effects as an increased

barrenness of the soil, and an increased inclemency

of the heavens.

It was the excessive weight of taxation that was

the real cause of the lowness of profits in Holland,

and consequently of the decline of her manufacturing

and commercial prosperity. Notwithstanding the

rigid and laudable economy of her rulers, the vast

expence which the republic incurred in her revolu-

tionary struggle with Spain, and in her subsequent

contests with France and England, having led to the

contraction of an immense public debt, she was

obliged, in order to provide funds for the payment

of the interest and other necessary charges, to lay

heavy taxes on the most indispensable necessaries.*

Among others, high duties were laid on foreign corn

In 1579, at the Union of Utrecht, the interest of the pub-

lic debt of the province of Holland amounted to only 117,000

riorins ; but so rapidly did it increase, that, in 1655, during the

administration of the famous John De Witt, the States were

compelled to reduce the interest from 5 to 4 per cent., and

yet, notwithstanding this reduction, it amounted, in 1678, to

7,107,000 florins ! See Metelerkamp, Stalistique dc la Hol-

lands p. 20.3.
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when imported, on flour and meal when ground at

the mill, and on bread when it came from the oven.

Taxation affected all the sources of national wealth
;

and so oppressive did it ultimately become, that it

was a common saying at Amsterdam, that every

dish of fish brought to table, was paid once to the

fisherman, and sia: times to the state ! Wages being

necessarily raised so as to enable the labourers to sub-

sist and continue their race, the weight of these enor-

mous taxes fell almost wholly on the capitalists. Pro-

fits being in consequence reduced below their level in

other countries, the prosperity of Holland gradually

declined ; and her capitalists were tempted to employ

their stocks in other countries rather than at home.

*^L^augmentation successive des impots, que les pai/-

ments des intere/s, et les remboursements out rendu

indisiyensable, a dctruit une grande partie de rin-

austrie, a diminue le commerce, a diminue oujbrt

altere l\''tatJlorissant on ctoit autrefois la popula-

tion, en resserrant chez le peuple les moyens de sub-

sistence.'* *

* Richesse de /a Hollande, Tome II. p. 179. This work

contains a great deal of most valuable information. The au-

thor^ (M. de Luzac,) mentions, that the Hollanders had, in

1778, about 1.500 millions of livres (62 millions Sterling) in

the public funds of France and England !—See also, on the

subject of the taxation of Holland, a Memoir on the Means of

Amending and Redressing the Commerce of the Republic,

drawn up from information communicated by the best inform-

ed merchants, and published by order of the Stadtholder, Wil-

liam IV. Prince of Orange, in 1751. This Memoir was trans-

lated into English, and published in London in the same year.
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No people have any reason whatever to be alarm-

ed at the effects of competition in any department

of industry, for instead of losing, they are always

sure to gain by every discovery which tends to

facilitate production, or to reduce cost. It is not

by improvements among their neighbours, but by a

decline in the productiveness of industry at home

—a decline which will always be indicated and cor-

rectly measured by the fall of profits it must in-

fallibly occasion—that either their absolute or re-

lative situation can ever be injuriously affected.

But every such fall of profits will undoubtedly

tend to sink them in the scale of national power

and importance, and to enable their rivals to outstrip

them in the career of wealth and greatness. Nei-

ther the skill and industry of the most intelligent

and persevering artisans, nor tiie most improved and

powerful machinery, can permanently withstand tlie

paralysing and deadening influence of a relatively low

rate of profit—And, let it never be forgotten, that

such relative lovvness must necessarily be produced by

every system or regulation, which, by excluding fo-

reign corn or otherwise, forces the premature culti-

vation of poor soils at home, and artificially raises

prices ; and can only be prevented by acting on a li-

beral commercial system, and enforcing the strictest

economy in the public expenditure.



PRINCIPLES

POLITICAL ECONOMY.

PART IV.

CONSUMPTION OF WEALTH.

Having, in the previous parts of this work, endea-

voured to explain the means by which labour is faci-

litated, and wealth produced, and to investigate the

laws regulating its distribution among the various

classes of society, we come now to the fourth and last

division of our subject, or to that which treats of the

Consumption of Wealth.

Definilion of Consmnption—Consumptio7i the end of Produc-

tion— Test of Advantageous and Disadvantageous Consump-

tion—Injurious operation of Sumptuary Laws—Advantage

of a Tastefor Luxuries—Error of Dr Smith's Opinio?i with

i'espect to Unproductive Consumption—Error of those who

contend, that to facilitate Production it is necessary to en-

courage Consumption—Consumption of Government—Con-

clusion.

It was formerly shown, that, by the production of

a commodity was not meant the production of mat-
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ter, for that is the exclusive prerogative of Omnipo-

tence, but the giving to matter ah-eady in existence

such a shape as might fit it for ministering to our

wants and enjoyments. In like manner, by consump-

tion is not meant the consumption, or annihilation of

matter, for that is equally impossible as its creation,

but merely the consumption or annihilation of those

qualities which render commodities useful aiid de-

sirable. To consume the products of art and indus-

try is, therefore, really to deprive the matter of which

they consist of the utility, and consequently of the

exchangeable value communicated to it by labour.

And hence we are not to measure consumption by

the magnitude, the weight, or the number of the pro-

ducts consumed, but exclusively by their value.

Large consumption is the destruction of large value,

however small the bulk in which that value may hap-

pen to be compressed.

Consumption, in the sense in which theword is used

by Political Economists, is synonymous with use. We
produce commodities only that we may be able to use

or consume them. Consumption is the great end

and object of all human industry. Production is

merely a means to attain an end. No one would pro-

duce were it not that he might afterwards consume.

All the products of art and industry are destined to

be consumed, or made use of; and vvhen a commodi-

ty is brought into a state fit to be used, if its con-

sumption be deferred, a loss is incurred. All pro-

ducts are intended either to satisfy the immediate

wants, or to add to the enjoyments of tlicir produ-
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cers ; or they are intended to be employed for the

purpose of reproducing a greater value than them-

selves. In the Jf'rst case, by delaying to use them, it

is plain we either refuse to satisfy a want, or deny

ourselves a gratification it is in our power to obtain

;

—and, in the second, by delaying to use them, it is

equally plain we allow the instruments of production

to lie idle, and lose the profit that might be derived

from their employment.

But, although all commodities are produced only

to be consumed, we must not fall into the error of

supposing, that all consumption is equally advantage-

ous to the individual or the society. It is, however,

exceedingly difficult to draw a distinct line of de-

marcation between advantageous or disadvantageous,

or, as it is more commonly termed, productive and

unproductive consumption. In so far, however, as

the public interests are involved, and it is such only

that we are now called upon to consider, all con-

sumption of the products of art and industry may be

held to be productive if it occasions, whether direct-

ly or indirectly, the production of the same or of a

greater quantity of equally valuable products, and

unproductive if it has not that effect. The mere

fact of a commodity being consumed for a particular

purpose, or, in a particular way, will not authorize us

to affirm, without farther inquiry, that its consump-

tion has been advantageous, or the reverse. Before

we can decide on such a point we must take into

view, and carefully examine the remote as well as the

immediate effects of the consumption. It would
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not, for example, be enough to prove, that a certain

amount of wealth had been productively employed,

to be told, that it had been laid out in the improve-

ment of the soil, in the excavation of a canal, or in

any similar undertaking ; for it might have been laid

out injudiciously, or in such a way that it could not

reproduce itself. Neither, on the other hand, would

it be enough to prove, that any given amount of

wealth had been laid out unproductively, to be told,

that it had been expended in equipages or entertain-

ments ; for the desire to indulge in this expence

might have been the cause of the wealth being ori-

ginally produced, and the desire to indulge in simi-

lar expence might occasion the subsequent produc-

tion of a still greater quantity.

But, whatever may be the mode in which commo-

dities are consumed, it is plain, that it is on the ba-

lance between consumption and reproduction, that

the advancement or decline of every nation is depen-

dent. If, in given periods, the commodities pro-

duced in a country, exceed those consumed in it, the

means of increasing its capital will be provided, and

its population will either increase, or the actual num-

bers will be better accommodated, or both. If the

consumption in such periods fully equals the repro-

duction, no means will be afforded of increasing the

stock or capital of the nation, and society will be at

a stand. And if the consumption exceeds the re-

production, every succeeding period will see the so-

ciety worse supplied ; its prosperity and population
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will evidently decline, and pauperism will gradual-

ly spread itself over the whole country.

It seems to be impossible to fix on any standard

for the regulation of individual expenditure. The

sentiments of no two persons will ever exactly coin-

cide with respect to the advantage to be derived from

any given expenditure of wealth ; and as each must

be held to be, in his own situation, the best judge of

what is profitable and advantageous for himself,

there are no means of deciding who is right or

who is wrong. The opinions of different indivi-

duals necessarily depend more or less on the circum-

stances under which they are placed. The rich

man is naturally inclined to give a greater extension

to the limits of advantageous consumption than the

man of middling fortune ; and the latter than he

who is poor. And it is undoubtedly true that a

man's expences ought always to bear some propor-

tion to the magnitude of his fortune, his prospects,

and his station in society ; and that what might be

proper and advantageous expenditure in one case,

might be exceedingly improper and disadvantageous

in another. These, however, are matters with respect

to which individuals ought to be left at full liberty to

use their own discretion ; and though a few may waste

their fortunes in wanton and unprofitable expence,

we may be assured that the efforts of the vast majori-

ty v^'ill be directed to their increase.

But, though governments have been generally, or

rather, perhaps, it should be said, universally, more
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profuse and lavish than their subjects, they have very

frequently enacted sumptuary laws, to restrain what

they were pleased to consider the improper expendi-

ture of the latter. These laws were long popular in

Rome ; and were formerly in use in this, and most

other European countries. But it may be safely af-

firmed, that they have not, in any instance, been pro-

ductive of any good effect. They are, in truth, a ma-

nifest infringement on the right of property ; and no

legislator can ever fetter his subjects in the disposal of

the fruits of their industry, without rendering them

less zealous about their acquisition, and paralyzing

their exertions.

Sir Dudley North has set the effect of sumptuary

laws in its true light. " Countries," he says, '' which

have these laws, are generally poor ; for, when men

are thereby confined to narrower expence than they

otherwise would be, they are at the same time dis-

couraged from the industry and ingenuity which they

would have employed, in obtaining wherewithal to

support them, in the full latitude of expence they de-

sire. It is possible, families may be supported by

such means, but then, the growth of wealth in the

nation is hindered ; for that never thrives better, than

when riches are tost from hand to hand. The mean-

er sort, seeing their fellows become rich and great,

are spirited up to imitate their industry. A trades-

man sees his neiglibour keep a coach, presently, all

his endeavours are at work to do the like, and many

times he is beggared by it ; however, the extraordi-
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nary application he makes to gratify his vanity, is be-

neficial to the public.'**

The public interest requires that the national ca-

pital should, if possible, be constantly kept on the in-

crease ; or, which is the same thing, that the con-

sumption of any given period should be made the

means of reproducing a greater amount of useful and

desirable products. But it has been sufficiently

proved that this cannot, in any case, or under any

circumstances, be the result of a system of sur-

veillance and restriction. Industry and frugality

never have been, and never can be, promoted by

such means. To render a man industrious, se-

cure him the peaceable enjoyment of the fruits of his

industry ;—to wean him from extravagance, and to

render him frugal and parsimonious, allow him to

reap all the disadvantage of the one line of conduct,

and all the advantage of the other.

Besides, it is clear that sumptuary laws, even if

they were in other respects advantageous, must ne-

cessarily be partial and oppressive in their operation.

What would be wanton and ridiculous extravagance

in one man, may be well regulated moderate expendi-

ture in another. If, therefore, for the sake of the pro-

digal, you proscribe this expence, you deprive the other

of those gratifications to which his fortune entitles

him ; and if you allow it to those who can afford it,

then, in order to ascertain to whom the regulation is

applicable, you must institute an odious and gener-

* Discourses oit Trade, p. lii.
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ally ineffectual investigation into the circumstances

of individuals. Certainly, however, it is no part of

the business of government to pry into tiie affairs of

individuals. It was not instituted for the purpose of

keeping their accounts, and balancing their ledgers
;

but in order to protect the equal rights and liberties

of all :
" If its own extravagance does not ruin the

state, that of its subjects never will." The poverty and

loss of station which is the necessary and inevitable

result of improvident and prodigal consumption, is a

sufficient securityagainst its ever becoming injuriously

prevalent ; and wherever the public burdens are mo-

derate, property protected, and the perfect and un-

controlled freedom of industry secured, the constant

efforts of the great body of the people to rise in the

world and improve their condition, will insure the

continued increase of national wealth. It is idle to

expect that all unproductive and unprofitable expen-

diture can ever be avoided ; but the experience of all

tolerably well governed states proves, that the amount

of the produce of industry productively expended, is

always infinitely greater than that which is expended

unproductively.

It was long a prevalent opinion among moralists,

that the labour bestowed on tlie production of luxu-

ries, and consequently their consumption, was un-

productive and disadvantageous. If a man wished to

get rich, his object, it was said, ought not to be to in-

crease his fortune, but to lessen his wants. Si quern

tohteris- esse divitem, non est quod augeas diviiias

.scd minua.s aqndikites-. Had these opinions ever ob-
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tained any considerable influence, they would have

formed an insuperable obstacle to all improvement.

Those who are contented with the situation in which

they are placed, can have no motive to induce them

to aspire at any thing better. And hence it is to the

absence of this feeling of contentment, and the exist-

ence of that which is directly opposed to it,—to the

desire to rise in the world, to improve our condition,

and to obtain a constantly increasing command over

the conveniences and luxuries of life, that society is

indebted for every improvement. No progress can

be made in civilization, in any country, until this de-

sire has been excited : and the more powerful and

urgent it becomes, the more rapid will be the accu-

mulation of wealth, and the more prosperous will

every individual become. The mere necessaries of

life may be obtained with comparatively little labour
;

and those savage and uncivilized hordes, who have

no desire to possess its comforts, are proverbially and

notoriously indolent and dissipated. To make men

industrious—to make them shake off that lethargy

which is natural to them, they must be inspired with

a taste for the luxuries and enjoyments of civilized

life. When this is done, their artificial wants will

become equally clamorous with those that are strictly

necessary, and they will increase exactly as the

means of gratifying them increase. Wherever a taste

for comforts and conveniences has been generally

diffused, the wants and desires of man become alto-

gether unlimited. The gratification of one leads di-

rectly to the formation of another. In highly civi-
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lized societies, new products and new modes of enjoy-

ment are constantly presenting themselves as motives

to exertion, and as means of rewarding it. Perse-

verance is, in consequence, given to all the operations

of industry ; and idleness, and its attendant train of

evils, almost entirely disappear. " What,'* asks Dr
Paley, " can be less necessary, or less connected with

the sustentation of human life, than the whole pro-

duce of the silk, lace, and plate manufactory ? Yet

what multitudes labour in the different branches of

these arts ! What can be imagined more capricious

than the fondness for tobacco and snuff? Yet how

many various occupations, and how many thousands

in each, are set at work in administering to this fri-

volous gratification !" It is the stimulus which the

desire to possess these articles of luxury gives to in-

dustry that renders their introduction advantageous.

The earth is capable of furnishing food adequate for

the support of a much greater portion of human be-

ings than can be employed in its cultivation. But

those who are in possession of the soil will not part

with their produce for nothing ; or rather, they will

not raise at all what they can neither use themselves

nor exchange for what they want. As soon, how-

ever, as a taste for conveniences and luxuries has

been introduced, the occupiers of the ground raise

from it the utmost that it can be made to produce,

and exchange the surplus for such conveniences and

gratifications as they are desirous of obtaining ; and,

in consequence, the producers of these articles,

though they have neither property in the soil, nor any

11
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concern in its cultivation, are regularly and liberally

supplied with its produce. In this way, the quanti-

ty of necessaries^ as well as of useful and agreeable

products, is vastly increased by the introduction of a

taste for luxuries : and the population are, in conse-

quence, not only better provided for, but their num-

bers are proportionally and greatly augmented.

There is hardly a single article, among those that

are now reckoned most indispensable to existence,

or a single improvement of any sort, which has not

been denounced at its introduction as an useless su-

perfluity, or as being in some way injurious. Few
things are now considered more essential than shirts

;

and yet there are instances on record of individuals

being put in the pillory for presuming to wear so ex-

pensive and unnecessary an article ! Chimnies were

not commonly used in England until about the mid-

dle of the sixteenth century ; and, in the introduc-

tory discourse to Hollinshed's Chronicles^ published

in 1577> there is a bitter complaint of the multitude

of chimnies lately erected, and of the exchange of

wooden platters for earthen ware and pewter. An-

other author of the same period laments that no-

thing but oak is used for building, instead of willow

as heretofore;—adding, that " formerly our houses in-

deed were of willow, but our men were of oak ; but

now that our houses are of oak, our men are not only

of willow, but some altogether of straw !'* *

Many volumes have been filled with lamentations

* vSlaney ow Rural Expenditure, -^.^l.
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over the prevalence of a taste for tea, sugar, coffee,

spices, and other foreign luxuries ; and the idea that

their consumption is prejudicial to the increase of

wealth, is still very common. Voltaire, who in general

entertained very correct opinions on such subjects, has

in this instance given his sanction to the popular

prejudice. " Henry IV." says he, " breakfasted on

a glass of wine and wheaten bread ; he neither used

tea, nor coffee, nor chocolate. But the products of

Martinique, Mocha, and China, are now required

for the breakfast of a servant ! And if we reflect

that these products cost France upwards of 50 mil-

lions a-year, it is obvious we must be carrying on

some very advantageous branches of commerce, to

enable us to support this continued loss.'* Voltaire

forgot that the commodities with which the gold

and silver exported to India are purchased, are the

produce of the industry of France ; and that the de-

sire of acquiring tea, coffee, &c. is the sole principle

that sets this industry in motion. It is therefore ob-

vious, that, in the event of the importation of these

articles being prevented, there would no longer be

a motive for the exertion of the industry that is now

employed in the production of the equivalents given

for them ; and France, instead of becoming richer

by such a measure, would become just so much the

poorer.

" Un pr^juge vulgaire,'* says the Marquis Gar-

nier, " porte a regarder comme desavantageux,

l*echange dans lequel on donne un morceau de metal

qui pent durer des siecles, pour avoir une denrce que
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la consommation va detruire en une minute. Cepen-

dant le metal, ainsi que la plante, n'ont de valeur qu'en

raison du travail qu*ils ont coute ; Targent ne man-

quera pas plus que le thd au travail qui voudra I'ex-

traire du sein de la terre ; et de ces deux substances,

celle qui se consomme le plus rapidement, est, par

cette meme raison, celle qui tient plus de travail en

activite. Une revolution qui abimeroit sous les

eaux toutes les mines de TAmerique, appauvrirait

fort peu les nations de I'Europe. Mais si le sucre,

le caffe, le the, &c. venait a perdre tout a coup leur

saveur et leur arome, s'ils n'avaient plus la propriete

de charmer le palais, ils cesseraient de tenir rang

parmi les richesses ; alors s'arreterait le travail qui

les produit dans les deux Indes, et, par contre-coup,

tout le travail qui s'exerce en Europe pour les ache-

ter." *

I do not, however, mean to affirm, that a taste for

tea or coffee, champagne or burgundy, dogs or

horses, is the best possible taste, or that it might not

be infinitely better if the same stimulus could be

given to industry, by a desire to procure other arti-

cles and enjoyments. But the first and grand ob-

ject ought always to be to excite a taste for super-

fluities ; for, when once this taste has been excited,

it is comparatively easy to give it any particular

bias or direction ; and until it has been excited,

society can make no progress, t

* Garnier, Richcsse des Nations, Tome V. p. 509.

t The excessive indolence of the Mexicans has been ascribed

C C
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It is plain, therefore, that the consumption of lux-

uries cannot, provided it be confined within proper

limits, be justly considered as either disadvantageous

or unproductive. If, indeed, a man were to consume

more luxuries than his labour or his fortune enabled

him to command, his consumption would be disad-

vantageous. But it would be equally disadvanta-

geous were he to consume a greater quantity o-f

necessaries than he could afford. The mischief

does not consist in the species of articles con-

sumed, but in the earess of Iheir value over the

means of purchasing them possessed by the consum-

er. This, however, is a fault which ought always to

be left to be corrected by the self-interest of those

concerned. The poverty and degradation caused by

indulging in unproductive consumption is a natural

and sufficient guarantee against its ever being carried

to an injurious extent. And to attempt to lessen

unproductive consumption by proscribing luxury, is

partly to the facility of obtaining supplies of food by the culti-

vation of the banana, and partly to the mildness of the climate,

Avhich renders clothing and lodging of inferior importance.

Humboldt mentions, that it is a prevalent opinion, that

nothing short of the extirpation of the banana will ever render

them industrious. It may, however, be expected that the al-

tered circumstances under which Mexico is now placed, the

many new avenues the revolution has opened to wealth and

consideration, and the desire that will most probably be ex-

cited to obtain those European commodities which the freedom

of commerce will pour into the country at a comparative!j'

cheap rate, will have the effect to infuse a spirit of industry

into the iidiabitants.
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in effect attempting to enrich a country by taking

away the most powerful motives to production !

Dr Smith has given another criterion of produc-

tive and unproductive consumption ; but his opinions

on this subject, though exceedingly ingenious, and

supported with his usual ability, appear to rest on no

solid foundation. He divides society into two great

classes. The^V^^ consists of those who fix, or, as lie

terms it, " realize their labour in some particular

subject, or vendible commodity, which lasts for some

time at least after that labour is past ;'* the second,

of those whose labour leaves nothing in existence af-

ter the moment of exertion, but perishes in the act

of performance. The former are said by Dr Smith

to be 'productive, the latter improductive, labourers.

Not that, in making this distinction, Dr Smith

means to undervalue the services performed by the

unproductive class, or to deny that they are often of

the highest utility ; for he admits that sucli is fre-

quently the case : but he contends that these services,

however useful, do not augment the wealth of the

country ; and, consequently, that the commodities

consumed by this class are unproductively consumed,

and have a tendency to impoverish, not to enrich,

the society. But to avoid the chance of misrepre-

sentation, I shall give Dr Smith's opinions in his

own words.

'* There is one sort of labour," says he, " which

adds to the value of the subject upon which it is be-

stowed; there is another which has no such effect.
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The 'former, as it produces a value, may be called

productive ; the latter unproductive labour. Thus

the labour of a manufacturer adds, generally, to the

value of the materials which he works upon, that of

his own maintenance, and of his master's profit. The

labour of a menial servant, on the contrary, adds to

the value of nothing. Though the manufacturer has

his wages advanced to him by his master, he, in re-

ality, costs him no expence, the value of those wages

being generally restored, together with a profit, in

the improved value of the subject upon which his la-

bour is bestowed. But the maintenance of a menial

servant never is restored. A man grows rich by em-

ploying a multitude of manufacturers ; he grows poor

by maintaining a multitude of menial servants. The

labour of the latter, however, has its value, and de-

serves its reward as well as that of the former. But

the labour of the manufacturer fixes and realizes it-

self in some particular subject, or vendible commodi-

ty, which lasts for some time at least after that la-

bour is past. It is, as it were, a certain quantity of

labour stocked and stored up to be employed, if ne-

cessary, upon some other occasion. That subject, or,

what is the same thing, the price of that subject, can

afterwards, if necessary, put into motion a quantity

of labour equal to that which had originally produced

it. The labour of the menial servant, on the con-

trary, does not fix or realize itself in any particular

subject or vendible commodity. His services gene-

rally perish in the very instant of their performance,

and seldom leave any trace or value behind them for
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which an equal quantity of service could afterwards

be procured.

'* The labour of some of the most respectable or-

ders in the society is like that of menial servants, iin-

pr^oductive ofany value, and does not fix or realize

itself in any permanent subject or vendible commodi-

ty, which endures after that labour is past, and for

which an equal quantity of labour could afterwards

be procured. The sovereign, for example, with all

the officers both of justice and war who serve under

him, the whole army and navy, are unproductive la-

bourers. They are the servants of the public, and

are maintained by a part of the annual produce of the

industry of other people. Their service, how ho-

nourable, how necessary, or how useful soever, pro-

duces nothing for which an equal quantity of service

can afterwards be procured. The protection, secu-

rity, and defence of the commonwealth, the effect of

their labour this year, will not purchase its protection,

security, and defence for the year to come. In the

same class must be ranked some both of the greatest

and most important, and some of the most frivolous

professions : churchmen, lawyers, physicians, men of

letters of all kinds
j

players, buffoons, musicians,

opera-singers, opera-dancers, &c. The labour of the

meanest of these has a certain value, regulated by the

very same principles which regulate that of every

other sort of labour ; and that of the noblest and

most useful produces nothing which could afterwards

purchase or procure an equal quantity of labour.

Like the declamation of the actor, the harangue of



40G FALLACY OF Dll SMJTH's TEST

the orator, or the tune of the musician, the work of

all of them perishes in the very instant of its produc-

tion.'* *

These statements are plausible ; still, however,

it is not difficult to show the fallacy of the dis-

tinction Dr Smith has endeavoured to establish

between the labour, and consequently also the con-

sumption, of the different classes of society. To
begin with his strongest case, that of the menial ser-

vant:—Dr Smith says, that his labour is unproduc-

tive, because it is not realized in a vendible commodity,

while the labour of the manufacturer is productive, he-

cause it is so realized. But of what is the labour of the

manufacturer really productive ? Does it not consist

exclusively of comforts and conveniences required

for the use and accommodation of society? The
manufacturer is not a producer of matter, but of uti-

lity only. And is it not obvious that the labour of

the menial servant is also productive of utihty ? It

is universally allowed, that the labour of the hus-

bandman who raises corn, beef, and other articles

of provision, is productive ; but if so, why is the

labour of the menial servant who performs the ne-

cessary and indispensable task of preparing and

dressing these articles, and fitting them to be used,

to be set down as unproductive ? It is clear to

demonstration, that there is no difference whatever

between the two species of industry—that they

are either both productive, or both unproductive.

* WcaJlh of Ndiwns, II. p. 1.
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To produce a fire, it is just as necessary that coals

should be carried from the cellar to the grate, as

that they should be carried from the bottom of the

mine to the surface of the earth : And if it is

said, that the miner is a productive labourer, must

we not also say the same of the servant, who is em-

ployed to make and mend the fire ? The whole

f Dr Smith's reasoning proceeds on a false hypothe-

sis. He has made a distinction where there is none,

and where it is not in the nature of things there

can be any. The end of" all human exertion is

the same—that is, to increase the sum of neces-

saries, comforts, and enjoyments ; and it must be

left to the judgment of every one to determine

what proportion of these comforts he will have in

the shape of menial services, and what in the shape

of material products. It is true, as has been some-

times stated, that the results of the labour of the

menial servant are seldom capable of being esti-

mated in the same way as the results of the agricul-

turist, manufacturer, or merchant j but they are not,

on that account, the less real or valuable. Could the

same quantity of work be performed by those who

are called productive labourers, were it not for the

assistance they derive from those who are falsely

called uproductive ? A merchant or banker, who is

making L. 5,000 or L. 10,000 a year by his business,

may perhaps be expending L. 1,000 on his servants ;

now it ir. plain, that if he tries to save this sum, he

can do so only by turning his servants adrift, and

becoming coachman, footman, and washerwoman
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for himself
J
and, if he does this, he will, instead of

making L. .5,000 or L. 10,000 a year, be most pro-

bably unable to make even L. 50 ! No doubt a man
will be ruined if he keeps more servants than he

has occasion for, or than he can afford to pay

;

but his ruin would be equally certain were he to

purchase an excess of food or clothes, or to em-

ploy more workmen in any branch of manufacture

than are required to carry it on, or than his ca-

pital could employ. To keep two ploughmen when

one only might suffice, is just as improvident and

wasteful expenditure as it is to keep two footmen to

do the business of one. It is in the ea^travagant

quantity of the cof/imodiiies we consume or of the

labour we employ^ and 7iot in the particular species

ofcommodities or labour, that we must seekfor the

causes of impoverishment.

The same reasoning applies to all the other cases

mentioned by Dr Smith. Take, for example, the case

of the physician. Dr Smith tells us that he is an

unproductive labourer, because he does not directly

produce something that has exchangeable value.

But if he does the same thing indirectly, what is the

difference ? If the exertions of the physician are

conducive to health, and if, as is undoubtedly the

case, he enables others to produce more than they

could do without his assistance, then it is plain he is

indirectly, at least, if not directly, a productive la-

bourer. Dr Smith makes no scruple about admit-

ting the just title of the workman employed to re-

pair a steam-engine to be enrolled in the productive
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class ; and yet he would place a physician, who had

been instrumental in saving the life of" an Arkwright

or a Watt, among those that are unproductive ! It

is impossible that these inconsistencies and contra-

dictions could have occurred to Dr Smith ; and the

errors into which he has fallen in treating this im-

portant branch of the science, shows, in the strongest

manner, the absolute necessity of advancing with ex-

treme caution, and of subjecting every theory, how
plausible and ingenious soever it may appear when
first stated, to a severe and patient examination.

An occupation may be futile and trifling to the

last degree without being unproductive. We are

entitled to afhrm, at once, that an individual who
employs himself an hour a day in blowing bubbles

or building houses of cards, is engaged in a futile

employment ; but we are not, without further in-

quiry, entitled to affirm that it is unproductive.

This will depend on a contingency : The employ-

ment will be as unproductive as it is frivolous, if

it does not stimulate the individual to make any

greater exertion during the remaining twenty-three

hours of the twenty-four than he did previously :

But if, in order to indemnify himself for the time

that is thus spent, he produces as many useful and

desirable commodities during the period he can still

devote to that purpose as he previously produced,

the employment will not be unproductive : And if

the desire to indulge in it leads him to produce more

commodities than he did before, it will be positively

productive.
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Dr Paley had a distinct perception of this doctrine,

and has stated it with his usual force and clearness.

" A watch," he observes, " may be a very unneces-

sary appendage to the dress of a peasant
;
yet if the

peasant will till the ground in order to obtain a

w-atch, the true design of commerce is answered ; and

the watchmaker, wliile he polishes the case and files

the wheels of his ingenious machine, is contributing

to the production of corn as effectually, though not

so directly, as if he handled the plough or the spade.

The use of tobacco is an acknowledged superfluity

;

but if the fisherman will ply his nets, and the mari-

ner fetch rice from foreign countries, in order to pro-

cure to himself this indulgence, the market is sup-

plied with two important articles of provision by the

instrumentality of a merchandise which has no other

apparent use than the gratification of a vitiated pa-

late." *

It is on this principle that the productiveness of

the labour of players, singers, opera dancers, buf-

foons, &c. depends. A taste for the amusements

they afford has exactly the same effect on national

wealth as a taste for tobacco, champagne, or any other

luxury. We wish to be present at their exhibitions
;

and, in order to get admittance, we pay the price

or equivalent demanded by them for their services.

But this price or equivalent is not a gratuitous pro-

duct of nature— it is the result of industry. And
hence it is, that the amusements afforded by these

* Works, Vol. II. p. }}0. Ed. JHIO,
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persons—however trifling they may seem in the es-

timation of cynics and soi-disant moralists—create

new wants, and by so doing necessarily stimulate our

industry to procure the means oF gratifying them.

They are unquestionably, therefore, a cause of pro-

duction ; and it is very like a truism to say that what

is a cause of production must be productive.

The productiveness of the higher class of function-

aries mentioned by Dr Smith is still more obvious.

So far, indeed, from being unproductive, they are,

when they properly discharge the duties of their

high station, the most productive labourers in a state.

Dr Smith says, that the results of their service, that

is, to use his own words, " the protection, security,

and defence of the commonwealth any one year, will

not purchase its protection, security, and defence for

the year to come." But this is plainly an error. The
protection and security afforded by good government

may not be directly a cause of wealth ; but it is indi-

rectly so ; for it is plain that, without this security

and protection, the productive powers of industry

could not be brought into action. Dr Smith

would allow that the material products produced by

the society one year, were to form the means of pro-

ducing its supplies of necessaries, conveniences, and

enjoyments during the following year. But without

the security and protection afforded by govern-

ment, these products would either not exist at

all, or their quantity would be very greatly dimi-

nished. How, then, is it possible to deny that those

whose labour is necessary to afford this security are



41^ FALLACY or 1)K SMITH's TEST, &C.

productively employed? Take the case of the labour-

ers employed to construct fences ; no one ever pre-

sumed to doubt that their labour is productive ; and

yet they do not contribute directly to the production

of corn or of any other valuable product. The object

of their industry is to give protection and security

;

to guard the fields that have been fertilized and plant-

ed by the husbandman from depredation ; and to en-

able him to prosecute his employments without hav-

ing his attention distracted by the care of watching.

But if the security and protection afforded by the

hedger or ditcher justly entitle him to be classed

amono: those who contribute to enrich their coun-

try, on what principle can those public servants

whose exertions protect property in the mass, and

render every portion of it secure against hostile ag-

gression, and the attacks of thieves and plunderers,

be said to be unproductive ? If the labourers who

protect a single corn field from the neighbouring

crows and cattle be productive, then surely the judges

and magistrates, the soldiers and sailors, who protect

every field in the empire, and to whom it is owing

that all classes of inhabitants feel secure in the en-

joyment of their property, rights, and privileges,

have a right to be classed among those whose ser-

vices are supereminently productive.

That much wealth has been unproductively con-

sumed by the servants of the public, both in this and

other countries, it is impossible to doubt. But we

are not to argue from the abuses extrinsic to a bene-

ficial institution against the institution itself. If the
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public pay their servants excessive salaries, or employ

a greater number than is required for the purposes

of good government and security, it is their own

fault. Their conduct is the same as that of a

manufacturer who should pay his labourers compa-

ratively high wages, and employ more of them

than he had occasion for. But, altliough a state, or

an individual, may act in this foolish and extrava-

gant manner, it would be rather rash to conclude

from thence that all public servants and all manu-

facturing labourers are unproductive ! If the esta-

blishments which provide security and protection be

formed on an extravagant scale,—'if we have more

judges or magistrates, more soldiers or sailors, than

are necessary, or if we pay them larger salaries than

would suffice to procure the services of others, let

their numbers and their salaries be reduced. The ex-

cess, if there be any, is not a fault inherent in the

nature of such establishments, but results entirely

from the extravagant scale on which they have been

arranged.

But, in showing that Dr Smith was mistaken in

considering the consumption of menial servants, and

of lawyers, physicians, and public functionaries, un-

productive, we must beware of falling into the oppo-

site extreme, and of countenancing the erroneous and

infinitely more dangerous doctrine of those who con-

tend that consumption, even when most unproduc-

tive, ought to be encouraged as a means of stimulat-

ing production, and of increasing the demand for la-

bour I The consumption of the classes mentioned by
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Dr Smith is advantageous, because they render ser-

vices in return, which those who employ them, and

who are the only proper judges in such a case, con-

sider to be of greater value than the wages they pay

them. But the case would be totally different, if

Government and those who employ labourers, were to

do so, not in order to profit by their services, but to

stimulate production by their consumption ! It is a

fallacy and an absurdity to suppose that production

can ever be encouraged by a wasteful consumption of

the products of industry. A man is stimulated to

produce when he finds a ready market for the pro-

ducts of his labour, that is, when he can readily ex-

change them for other products. And hence the

true and only real encouragement of industry con-

sists, not in the increase of wasteful and improvident

consumption, but as was formerly shown, in the in-

crease of production.

Montesquieu has said, and the same sentiment

has been expressed in a thousand different shapes,

" Si les riches ne deperuent pas beaucoup les pau-

vres mourront de /aim.'* *' Montesquieu was be-

trayed into this error, from his being unacquainted

with the nature and functions of capital. The pro-

fusion of the rich, far from being of any advantage to

the poor, is really one of the greatest calamities that

can befall them. It is impossible that the demand

for labour can be increased without an increase of ca-

pital. Wherever the parsimonious principle predomi-

* Liv. VII. cliaji. 4.
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nates, capital increases, and as capital increases, the

demand for labour is increased, the existing inhabi-

tants are better provided for, and their numbers are

increased ; on the contrary, wherever profusion and

wasteful expenditure predominate, capital is dimi-

nished, the inhabitants are daily worse and worse pro-

vided for, and idleness, pauperism, and disease pre-

vail.

There is, however, no instance of any people hav-

ing ever missed an opportunity to save and amass.

In all tolerably well governed countries, the principle

of accumulation has uniformly had a marked ascen-

dancy over the principle of expence. Individuals

are fully sensible of the value of the articles they

expend j for, in the vast majority of instances,

they are the immediate result of their industry,

perseverance, and economy ; and they will not con-

sume them, unless to obtain an equivalent advan-

tage. But this, it must be allowed, is but rarely the

case with the consumption of governments and their

servants. Generally speaking, they consume the

produce of the labour of others, not of their own
;

and this circumstance prevents them from being so

much interested in its profitable outlay, or so much

alive to the injurious consequences of extravagant

and wasteful expenditure as their subjects. But

economy on the part of government, though more

difficult to be practised, is of infinitely greater im-

portance than economy on the part of any individual.

Should a private gentleman think of acting on the

principle that profusion is a virtue, and that industry

4
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may be encouraged by increasing unprofitable con-

sumption, he will most certainly be ruined j his ruin,

however, will only be directly injurious to the indi-

viduals in his own employment, and will have but a

very slight indirect eiFect on others. But similar

conduct on the part of government would most pro-

bably be productive either of revolution, or of na-

tional poverty and degradation. If, then, it is most

desirable that individuals should have a correct

knowledge of their real interest in the consumption

of commodities ; how much more so must it be that

governments should possess that knowledge ? Eco-

nomy and frugality are virtues in a private station
;

but in a public station their influence upon national

happiness is so vast, that they are not only the first

of virtues, but the most pressing of duties.

*' Si les depenses publiques,'* M. Say observes,

*' affectent la somme des richesses precisement de la

meme maniere que les depenses privees, les m^nes

principes d'econoniie doivent presider aux unes et

aux autres. // 7i*y a pas plus deux sortes d'economies

qiCil n^y a deux sortes de pt^obite, deux sortes de

morale. Si un gouvernement comme un particulier

font des consommations desquelles il doive resulter

une production de valeur superieure a la valeur con-

somme, ils exercent une industrie productive ; si la

valeur consommd n'a laiss^ aucun produit, c*est une

valeur perdue pour Tune comme pour I'autre, mais

qui en se dissipant, a fort bien pu rendre le service

qu'on en attendait. Les munitions de guerre et de

Iwuche, le terns et les travaux de fonctionnaires ci-
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vils et militaires qui ont servi a la defense de Petat,

n'existent plus, quoique ayant ete parfaitement bien

employes, il en est des ces choses comme de denrees

et des services qu'une famille a consommes pour son

usage. Get emploi n'a presentee aucun avantage

autre que la satisfaction d'un besoiu ; si le besoin

n'existoit pas, la consommation, la depense, n'ont

plus etc qu*un mal sans compensation. II en est de

meme des consommations de Tetat ;—consommer

pour consommer, depenser par systeme, reclamer

une service pour Tavantage de lui accorder une sa-

laire, anneantir une chose pour avoir occasion de la

payer est une extravagance de la part d'un gouverne-

ment comme de la part d'un particulier, dans un pe-

tit etat comme dans un grand, dans une republique

comme dans un monarchic. Un gouvernement dis-

sipateur est meme bien plus coupable qu'un particu-

lier : celui ci consomme les produits qui lui appartien-

nent, tandis qu'un gouvernement n'est pas proprie-

taire : il n'est qu'administrateur de la fortune pub-

lique." *

I have now brought this sketch of the Principles

of Economical Science to a close. I have endea-

voured to show the close and indissoluble connec-

tion subsisting between private and public opulence

—to show that whatever has any tendency to in-

crease the former, must, to the same extent, in-

* Tome II. p. 268.

Dd
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crease the latter; aud that security of proper-

ty, FREEDOM OF INDUSTRY, DIFFUSION OF SOUND

INFORMATION, AND MODERATION IN THE PUBLIC

EXPENDITURE, are the only, as they are the cer-

tain, means by which the various powers and re-

sources of human talent and ingenuity can be call-

ed into action, and society made continually to ad-

vance in the career of wealth and civilization. Every

increase of security, freedom, and intelligence, is a

benefit, as every diminution, whether of one or the

other, is an evil. It is by the spontaneous, and uncon-

strained, but well protected efforts of individuals to

improve their condition, and to rise in the world, and

by these efforts only, that nations become rich and

powerful. The labour and the savings of individuals

are at once the source and the measure of national

opulence and public prosperity. They may be compar-

ed to the drops of dew which invigorate and mature all

vegetable nature : None of them has singly any per-

ceptible influence ; but we owe the foliage of summer

and the fruits of autunni to their combined action.
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p. 50.

That M. Quesnay is entitled to the merit of originality

cannot be disputed. It is certain, however, that he had

been anticipated in several of his peculiar doctrines by some

English writers of the previous century. The fundamental

principles of the economical system are distinctly and clear-

ly stated in a tract entitled Reasons for a limited Exporta-

tion of Wool, published in 1677. " That it is of the great-

est concern and interest of the nation,*" says the author ofthe

tract, " to preserve the nobility, gentry, and those to whom

the land of the country belongs, at least, much greater than a

few artificers employed in working the superfluity of our

wool, or the merchants who gain by the exportation of our

manufactures, is manifest—1. Because they are the masters

and proprietaries of the foundation of all the wealth in

this nation^ all profit arising out of the ground lohich is

theirs. 2. Because they hear all taxes and public bur-

dens ; which, in truth, are only borne by those who buy,

and sell not ; all sellers, raising the price of their commo-

dities, or abating of their goodness, according to their

taxes."—p. 5.

In 1696, Mr Asgill published a treatise entitled Several

Assertions Proved, in order to Create Another Species of

Money than Gold, in support of Dr Chamberlayne's propo-

sition for a Land Bank. The following extract from this
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treatise breathes, as Mr Stewart has justly observed, in his

Life ofDr Smith, the very spirit of Quesnay^'s philosophy :—
" "What we call commodities is nothing but land severed

from the soil

—

Man deals m 7iothing hut earth. The
merchants are the factors of the world, to exchange one

part of the earth for another. The king himself is fed by

the labour of the ox: and the clothing of the army and

victualling of the navy must all be paid for to the owner of

the soil as the ultimate receiver. All things in the world

are originally the produce of the ground, and there must

all things be raised."—(This passage has been quoted in

Lord Lauderdale's Inquiry into the Nature and Origin

of Public Wealth, 2d ed. p. 109.)

These passages are interesting, as exhibiting the first

germs of the theory of the Economists. But there is no

reason whatever to suppose that Quesnay was aware of the

existence of either of the tracts referred to. The subjects

treated in them were of too local a description to excite the

attention of foreigners ; and Quesnay was too candid to

conceal his obligations, had he really owed them any. It

is probable he may have seen Mr Locke's treatise on

Raising the Value of Money, where the idea is thrown

out that all taxes fall ultimately on the land. But there is

an immeasurable difference between the suggestion of

Locke and the well-digested system of Quesnay.

I subjoin from the work of Dupont, Sur rOrigine et

Progres d'une Nouvelle Science, a short statement of the

various institutions the Economists held to be necessary for

the good government of a country.

'* Voici le resume de toutes les institutions sociales fon-

dees sur Tordre naturel, sur la constitution physique des

hommes ct des autres etres dont ils sont envivonnes.

*' Propriete personnelle, e'tablie par la nature, par la ne-
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cessite physique dont il est k chaque individu de disposer

de toutes les facultes de sa persomie, pour se procurer les

choses propres a satisfaire ses besoins, sous peine de souf-

france et de mort.

" Liberie de travail, inseparable de la propriete person-

nelle dont elle forme une partie constitutive.

" Propriete mobiliaire, qui n*'est que la propriete person-

nelle meme, consideree dans son usage, dans son objet, dans

son extension necessaire sur les choses acquises par le tra-

vail de sa personne.

" Liberte (jtechange, de commerce, d'emploi de ses ri-

chesses, inseparable de la propriete personnelle et de la pro-

priete' mobiliaire.

" Culture, qui est un usage dela propriete personnelle, de

la propriete mobiliaire et de la liberte qui en est inseparable

:

usage profitable, necessaire, indispensable pour que la popu-

lation puisse s'accroitre, par une suite de la multiplication

des productions ne'cessaires a la subsistance des hommes.

" Propriete fonciere, suite necessaire de le culture, etqui

n'est que la conservation de la propriete personnelle et de la

propriete mobiliaire, employees aux travaux et aux depenses

preparatoires indispensables pour mettre la terre en etat

d'etre cultivee.

" Liberte de Femploi de sa terre, de Pespece de sa cul-

ture, de toutes les conventions relatives a Texploitation, a

la concession, a la retrocession, a Techange, a la vente de

sa terre, inseparable de la propriete fonciere. ,

" Partage naturel des recoltes, en reprises des cultiva-

teurs, ou richesses dont Temploi doit iudispensablement

etre de perpetuer la culture sous peine de diminution des

recoltes et de la population et produit net, ou richesses

disponibles dont la grandeur decide de la prosperite de la

.societe, dont Tempi oi est abandonne a la volonte et a Tin-

teret des proprietaires fonciers, et qui constitue pour eux le
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prix natural et legitime des depenses qiuls on faites, et des

travaux auxqucls ils sc sont livrcs pour mettre la terre en

etat d'etre cultive.

" Surete, sans laquclle la propriete et la liberte ne serai-

ent que de droit et non de fait, sans laquelle le produit net

serait bientot aneanti, sans laquelle la culture mcme ne pour-

rait subsister.

" Autorite tutelaire et soiiveraine, pour procurer la surete

essentiellement necessaire a la propriete et a la liberte ; et

qui s'acquitte de cet important ministere, en promulguant et

faisant executer les loix de Fordre natural, par lesquelles la

propriete et la liberte sont etablies.

" Magistrats, pour decider dans les cas particuliers quelle

doit ctre Tapplication des loix de Tordre naturel, reduites en

loix positives par Tautorite souveraine ; et qui ont le devoir

imperieux de comparer les Ordonnances des Souverains avec

les loix de la Justice par essence, avant de s'engager a pren-

dre ces Ordonnances positives, pour regie de leurs juge-

mens.

" Instrttction publique etfavorisee, pour que les citoyens,

Tautorite et les Magistrats, ne puissent jamais perdre de vue

les loix invariables de Fordre naturel, et se laisser egarer

par les prestiges de Fopinion, ou par Fattrait des interets

particuliers exclusifs qui, des qu'ils sont exclusifs sont tou-

jours malentendus.

" Revenu public, pour constituer la force et le pouvoir

necessaire a Fautorite Souveraine ; pour faire les frais de son

ministere protecteur, des fonctions importantes des Magi-

strats, et de Finstruction indispensable des loix de Fordre

naturel.

" Impot direct, ou partage du produit net du territoire,

cntrc les proprietaires fonciers et Fautorite Souveraine ; pour

former le revcnu public d'unc maniere qui ne rcstraigue ni
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la propriete ni la liberte, et qui par consequent ne soit pas

destructive.

" Proportion essentielle et necessaire de Pimpot direct^

avec le produit net, telle qu^'elle donne a la societe le plus

grand revenu public qui soit possible, et par consequent le

plus grand degre possible de surete, sans que le sort des

proprietaires fonciers cesse d'etre le meilleur sort dont on

puisse jouir dans la societe.

" Monarcliie hereditaire, pour que tons les interets pre-

sens et futurs du depositaire de I'autorite Souveraine, soient

intimement lies avec ceux de la societe par le partage pro-

portionnel du produit net.''''

THE END.

EDINBURGH

:

PRlNTEn BY JOHN STAltK.



yM









UNIVERSITY OF CALIFORNIA LIBRARY
Los Angeles

This IjjQOiH is^DUE on the last date stajnp^d bel^w.

440

FOUR WEEKS FROM DATE OE REaoa
NON-RENEWABLE

e^A st.^ c.ic

AM ""-"iybs

liRL mu 1 Q io>«

^ isy.ii
^' W25IJ75 >FC'n

Form L9-Series 444

li :;.'^^'h

p/vr

MaR 1 2 1386

JAN 13 1987 '

^£P 2 91987

^:'S
^50V 61989

'n'i?t

kp 2 8 }<)m

RETH LQ-URL

APR 2
,55,

ftPRl

iS5*^



3 1158 00835 8243

-F

HB
l6l
M13pr

UC SOUTHERN REGIONAL LIBRARY FAC'LITY




